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PREFACE TO FIFTH EDITION 


In presenting the Fifth Edition of the Manual of Cost 
Accounts the increasing interest in modern costing methods 
observable m many directions may be noted 

Recent tendencies in modern costing theory run more and 
more in the direction of determining standard theoretical 
costs, in accordance with which manufacturing programmes 
are laid out The constant dissection of expenses then aims 
at tracing and preventing departmental losses and suggesting 
economies by improved and specialized machinery 

The tendency towards largei manufacturing oigaQi^i^ 
turns m the form of combines and associated factories com 
pels attention to very careful comparisons of costs in the 
pieparation ot which the most exact methods are called 
for In such cases the consequences of delay, inaccuracy, 
or wiong interpretation m the presentation of costing 
reports may be very far-reaching , and m the event ot 
omission to appreciate any such indications as a need 
for drastic retrenchment of excessive overhead chaarges 
or a reorganization of unremimerativ e departments, the 
ultimate results may be disastious 
The importance of cost statistics thus becomes increas- 
ingly evident , their value when up to date, clearly set out, 
and m sutiicient detail is inestimable to every progress^ e 
manufacturer 

H JULIUS LUNT 

Manchester 

January, 1930 
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CHAPTER I 

INTRODUCTION 

The subject of Cost Accounts has come into prominence 
m recent times because of the increased interest in more 
accurate methods 

A United States Government Committee has made an 
official inquiry into the subject and states that an 
cxnazmg number of manufacturers, particularly the smaller 
ones, have no adequate system for determining their costs, 
and price their goods arbitrarily '' Probably m this country 
less than 10 per cent of the manufacturing firms have an 
efficient system of Cost Accounts 
Many manufacturers are content to have a penodical 
Trading and Profit and Loss Account which merely shows 
the result of their operations as a whole From, these 
accounts, however, nothing can be learnt as to any partic- 
ular work which is makmg big profit, or as to work which 
may be entaihng heavy loss "Transactions of both kinds 
mingle together m makmg up the totals recorded in the 
financial books 

In some cases the financial accounts can be arranged 
so as to classify the expenses m sufficient detail and provide a 
return of the cost of a standard unit, department or process 
A separate system of accounts is required m other cases 
which must analyse the financial results so as determine 
the cost of material used in the manufacture of any 
particular unit , ftie wages expended on it , and th# other 
sources of expense which are incurred to bring it topper- 
fection and dispose of it on the market These must be 
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charged accuialel} against the stlling puce of each unit so^ 
that the profit and loss can be ascei tamed 

It IS the object of financial actounis to obtain ai>d main- 
tain accurate records of the transactions and results of a-- 
business, in the most direct manner possible and with a 
minimum of detail 

Contrasted with this view of affairs is the standpoint of 
the manufacturer or salesman requiring to estimate for 
future work, and having to regard eacfi separate sale as 
a possible profit or loss according to the price he offers 
In fixing such price he must not be so high as to lose the 
order nor must he be so low as to lose his profit 

In merchcintmg, where goods are sold substantially in 
the same form as when purchased, little difficulty arises 
because the mere addition of a peicentage is sufficient to 
cover the known establishment expenses Fliictuationsrof 
market must be watched, but there are few oppoitumties 
for sources of leakage, as, for example, wages paid with- 
out adequate corresponding return 1 his may occur easily 
m a manufacturing business, especially m the case of 
indirect or non-productive labour 
In large businesses, where vast sums are laid out in the 
purchase of matenals and payment of wages, it is essential 
that each lb of material, or each hour of time, should be 
traceable so that it may ultimately be charged to a partic- 
ular customer, who, at tlie time when the outlay is made, 
may quite possibly be unknown 
Further, m order to control the work that is put m 
Jiand, and to organise it to ensure that it must prove 
profitable, very great detail in the lecords will be essential 
The aim of a manufacturer in seeking profits must 
always be to conduct operations on hues of the highest 
efficiencyr thus obtammg the maximum product for the 
labour expended, which is not the same thing at all as 
the pajnnent of the lowest ^ages Comet costing means 
h%gfi efficiency with high wages and a minimum of 
unrempnerakve labour 
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An economically managed factor}^ receives the bulk of 
the orders by reason of the fact that it is able to tender 
on a competitive basis, to cut the pnce, at the same time 
^ensuring a fair profit , and to execute the order with 
confidence and speed An economically managed factory 
IS not necessarily one m which low wages and salaries 
are paid Expenence has proved that the reverse is often 
the case 

It is further noticeable that a sound costmg system 
plays an important part in works organization and expense 
control Wien the factors which are causing expense can 
be localized and scrutmized, it becomes possible to obtain 
considerable economies which are not brought to light in 
a works where there is no system to make someone 
responsible at each stage 

The outlay of capital, whether permanent as in buildings 
and plant oi circulating as m matenals and wages, can be 
controlled m detail by means of Cost Accounts , here aie 
recorded all details of raw material, its use, its value from 
time to time , what labour is spent on it, and the expense 
incurred imtil the commodity emerges as a finished and 
saleable product 

Method of Presentation. 

Ihe method of presentation of cost results is also 
important It is obvious that little or nothing can be 
learned fiom a ledger record of the results, representing 
profits or losses on innumerable jobs Ihere must be a 
periodical tabulation of results , comparisons of the cost 
of like jobs with one another , comparisons of all jobs 
with estimates and regular management reports bas;d on 
the information thus obtained 

Relationship with Financial Accounts. 

It IS essential that close lelationship should exisf between 
the costing and th# financial accounts A sound system 
and regular comparisons will-ensure agreement between 
the results shov\'n m the two sets of accounts , and the 
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value of the cost lesults is enormously increabed when this 
agreement can be demonstrated , so that continuous cost 
records and not meiely occasional tests should be*main- 
tamed Where for detailed results Reliance has to 
priced upon occasional tests, the accounts should be so 
arranged as to proMde a means of comparison and check 
upon such data 

Ihe control of the cost system by means of a Cost 
Ledger (or W'ork-in -Pi ogress) A,ccoimf m the financial 
books can bt strongly recommended on the^^e giound'^ 

Costs and Estimates, 

Co^t \ccounts also dihei fiom estimates, they are 
histiuical records and are undid ui preparing estimates 
of future costs, winch, howe\<r, ate of the Uviture of fore- 
(asts, being based on expectations of market chanj^e^, 
wages fluctuations, incl expense tanation 

The chief points of diflennee arc — 

Estimates aie based upon — 

1 Market quotations , 

2 Expectations as to price 
fluctuations , 

3 Labour rates , and 

4 Expense rates current at 
time of quoting 

5 Estimates may be given 
legardless of profit to secure 
business 

Ihc tme place fin cost lecords in legard to estimating is 
that^they form a uEable history of past work fioin which 
future plans may lie foimed by taking into account 
alterations in any or all of the factois 

Estin^tes cannot be prepared from the geneial financial 
returns m a business handling a variety of products, w“ith 
the^same exactness that is obtainab!e**when Cost Accounts 
kept, and thus over- or under-estimating is inevitable 

It IS only necessary to mention that under-estimating 


r osh only take note 
of actual price paid 
for matenal used and 
wages paid , actual 
expenses current at 
time of execution 
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leads to unprofitable work, and over-estimating means loss 
of profitable orders, to see the double evil that may ensue 

Costing Metho(Js 

Ihe unit of work or production may be a ton of (Sal 
at a colliery, a sack of flour at a flour mill, or a ton of 
steel at a steel works In such cases a method of Single 
Cost may be used 

To meet the case of Railways, Tramways, Carriers and 
ST milar businesses rendenng services rather than producing 
goods, the method of Operating Cost applies This method 
IS on similar lines to Single Cost, but with a unit of a 
tram-mile, wagon-mile, car mile or ton-mile, as the case 
may be with a system of expense classification following the 
organization of the operating and maintenance departments 
<jBy another method a factory may be divided into 
departments, in each of which there is a separate unit of 
production In such cases, m order to frame a Cost 
Account system, the first step is to provide separate 
Departmental Trading and Profit and Loss Accounts 
The unit may be a ton of oil at an oil miU, a piece of 
cloth at a pnnt works, or a ton of hydrochloric acid at a 
chemical works In these cases a method of Process 

m 

Costs is used, by which the cost of each process through 
which the matenal passes will be shown 
The unit in the case of a builder and contractor is the 
contract undertaken Each separate contract must have 
an individual account showing its profit or loss This is 
the method of preparing Cost Accounts foi each job, and 
IS known as Terminal Costs, because each unit oi work 
proceeds independently of the others, whether it be a house 
or works m the case of a builder or a railway bndge or 
steamship in the case of a contractor ^ 

The most complicated costing work is found m an 
extensive works makmg nrgiierous types of mad^unes 
The processes are earned on regardless of the partu^ar 
article for which the work is ultimately intended, and 
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material passing through the same processes w ill ultimately 
be found made up into machines of different capacity, 
design, purpose and \ alue 

This method is termed Multiple Cost, and it is a de\elop'^ 
nfdnt of the principle of charging costs to each job, arid 
IS applicable to a great variety of trades 

In large works many costmg systems are m use in 
different departments , the means being adapted to suit 
the v\oik Vt some stages short cuts will be possible and 
It IS part of the Cost Accountant's methods to introduce 
systems which will eliminate some of the detail of individual 
Job Costmg and give correct records 

What Cost Accounts Show 

Cost Accounts are accoidingly adopted in manufacturing 
businesses, and gi\e an analytical view of the same records 
as are condensed m the financial accounts, so as to show 
the cost of production per unit of work turned out They 
serve as — 

1 A record of results for statistical purposes, fore- 
casts , and for obtaimng interim Profit and Loss Statements 
and approximate Balance Sheets 

2 A guide for future estimates, quotations, and for 
pnce-fixmg, especially when output may be dependent 
upon pace limitations 

3 A means to reduciitg cost of production by economies 
in design, methods and equipment , or by obtaining 
increased output 

4 A means of control for detecting losses, waste, 
unrcmuncrative expense and fui improving organization 

It IS essential that such accounts be accurate, otherwise 
the value of the results is clouded by uncertainty They 
must ne< 5 BSsanly 1>e detailed, and the usual difficulty is 
to obtain sufficient detail without incumng great expense 
in sajancs On this account every opportunity must be 
soifght to adopt abbreviated methods and to eliminate 
duplication At the same time it must be borne in mmd 
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that in practical application, the cost of running a sound 
costing system is repaid many times over by the economies 
which -it will effect 

^ Great difficulty arises in fairly allocatmg mdirect 
. expenses and the circumstances govenung every particular 
case must be carefully studied 

Accountants must be able to recommend the prin- 
ciples upon which the costmg system for a particular 
busmess can most*smtably be framed, and to draw up, 
in connection with the technical managers, the detailed 
accounts, schedules, preliminary records and other details 
which may be reqmred , also to recommend improvements 
m methods of routine, particularly with the aim of securing 
greater accuracy and promptitude in the returns obtained 
from the costing system, and to advise upon various 
sys4ems 

Bonus schemes aie likely to play an important part in 
future arrangements of industry Ihe success of such 
schemes is closely bound up with the workmg of the 
costing system, for it is only by mteUigent appreciation of 
economies in woikmg, that a degree of efficiency can be 
maintained under keen competition which will ensure 
regular and substantial profits in any trade , and the pro- 
duction statistics obtainable m the Cost Accounts will be 
of vital assistance in such matters 

It is impossible to make the Vorking of any business 
fit into a ready-made costmg system The system must 
be adapted to suit the business In every case forms 
suitably ruled, and specially drafted schedules for accounts 
and record books will be reqmred These must be 
intelligently prepared to smt the circumstances m each case 

It IS with the object of providing a summary of the 
main pnnciples of this subject that this book ig, issued , 
and it IS hoped that it may meet the needs of students 
and afford some asSstance to ^thers seeking guidani^e on 
this complex subject 
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DEFINITIONS 

Single (Output) Cost ib applicable to businesses snppl}/- 
mg a uniform product where the object is to ascertain 
the cost per unit obtained 

DnPARrMFNTM Cost is the method employed to 
ascertain the piofits of departments of a business 

pROCi ss Costing is used to asceitain the cost of each 
stage of manufacture where material is passed through 
vaiious operations to obtain a final pioduct or lesfilt , 
with by-products m many cases at ditfercnt stages 

Job Cosis are employed to charge the cost of prodiution 
against the different jobs that are undei taken 
Ierminal Costs aie employed to show the cost of 
carrying out contracts and undertakings which are by 
their nature entirely separate and are terminated bv the 
completion of the work 

MuLTiPLr Costs apply to businesses wheie the products 
differ widely m type, ^value and complexity , where 
similar operations ma} be used to give widely difter- 
ing ultimate results , where specialization and the 
standardization of parts may be extensively adopted 
Operuing (Working) Costs apply to businesses 
carrjfmg on services rather than producing goods 
Prime Cost (or Flat Cost) is the cost of material used 
and labour expended directly m producing an article , 
completSig a piece of work or carrying on a service 
Direct ]\Iaterial is the matenal^used m the manu- 
factfire of an article, csr in the construction of an 

^ei 

undertaking which can be charged specifically to the job, 
including ’ 
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{a) Direct purchases which can be allocated to the job 
from the invoice 

{b) 3^tores matenai which is withdrawn from general 
sabres to be charged to specific work 

iNDiiiEcr Material compnses ail materials which are 
not capable of being allocated to specific woik 
Direct Labour (also termed Productive labour) is labour 
which IS expended ^ecifically upon the construction of an 
article, and may be skilled or unskilled It is differentiated 
from 

Indirect (or Non-productive) labour engaged upon 
general services connected with the lunning of a factoiy 
as a whole 

Chargeable Expenses are those which can be allocated 
diicctly to specihc ]oh^ 

E!!tablishment Charges, signif 3 ang Indirect Expense, 
may be divided into Works Expense, Office and Administra- 
tion Expense, and Selling and Distribution Expense 
Works Expense is that expense which is properly 
concerned with the running of a factory or plant, and is 
embraced in the cost of production , it will include Expense 
of Works IManagement and Administration 
Cost of Production is the Prime Cost plus the piop<=^r- 
tion of Works Expense properly chargeable against the 
production of an article ^ 

Works Cost, Factory Cost and Manufacturing Cost 
signify Cost of Pioduction 

Oncost, also known as Overhead Expense, Burden, 
or Establishment Charges, is divided into Works Oncost — 
signifying the charge which is made in Cost Accounfc^ to 
cover Works Expenses , and Offiu Oncost^ signifying the 
charge which is added to Cost of Production to cover 
General Expenses 

Gross Cost is the (j^ost of Production, plus the propoi tion 
of General Expenses, including I\Ianagement, SelKn^, 
Distribution and Office Expense 
Direct Labour (Productive) Hour method is the 
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s^^btem ut chaigmg e\pensts to jobs on the ba^-is oi the 
hours ot Direct (Producti\ e) Labour spent on them 

WoRK-iN-PKOGRrss lb the uncom}:)^eted woik on hand 
eft? any time 

Deprcci\tion lb the inherent wastage in value of an 
asset due to any cause 

Standing Expense includes Indirect Expense of a 
fixed an<l permanent character, e g Rates 

IxciDLM \L 01 laucii UING EXPENSE includeb Indirect 
Expenbo ot a \anable character, e g Repairs 

pRODuenoN Unit sigmhcs a common standard m terms 
of which the output of a works or di partment may he 
measuied 

Production Uouk sigmlies time txpended by employees 
in Direct (Productne) Labour 



CHAPTER III 

SINGLE (output) COSTS 

In the good old days when it was almost undignified to 
be able to read or write, a builder or shipwright probably 
liad httle idea of the cost of his operations except what 
he obtained by totalling the amount of cash which he had 
parted with to complete his work If his means increased, 
he prospered , if not, then it was adversity — and nothing 
further could be said about it 
To-day the conduct of large organizations requiring 
stnct control of vast sums laid out m material and wages 
and* the determination of responsibility for each detail 
leads to the introduction of complicated accounts In 
such cases particularly, and in small businesses also, the 
value of knowledge concerning operations m progress 
cannot be over-estimated, and it is to provide for this phase 
of accounting that Cost Accounts come into use 

Object of Cost Accounts. 

The object of keeping Cost Accounts is to be able to 
ascertain the cost of any one product, department or 
process independently of other work going on in the 
factory at the same time The first gam may be looked 
for in reduction of waste m material, time and sundry 
stores , and at the same time a reduction of general 
expense rates due to better organization and imprSved 
output Further, the records of past work form a 
valuable base for future efforts 
The means to be adopted to gain this end musf vary in 
every business In general terms, the following principles 
will apply and the organization a costing system m 
business must necessaniy follow the hues appropnate to 
its stage of development 


2 — ( 1765 ) 
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Financial Vccounts 

The i Fading and Pioht and Losb \c counts ma^ be made 
to yield much useful infoimatioii Ihey should be drafted 
sn as to separate maniifacturing expenses from administra- 
tion and selling expenses, so that the factory cost of the 
output can be obtained 

I he airangemcnt of the Iradmg and Proht and Loss 
\ccoimts should be as follo\^b — 

(1) Raw Mateiial \ccounts to which puichases are 
charged , the mateiials used wall be credited and trans- 
feiicd to a Manufactuimg Account I he total amount 
used m any period is obtained b\ totalling leqiusitions for 
supplies 01 delu cries of nnteruils , oi by taking stock of 
mateiial still in store and transfeiimg the balance as 
nuttenal used 

(2) Maimfactunng Vc count, to which mateiial iised, 
diiect wagc'. and works expenses are chaiged , finished 
goods aie transfeired to Finislicd Goods Account, and 
work-in-progrt^ss lemains as a balance 

(3) 1 lading and Profit and Loss Account to which is 
charged the cost of manufactured goods sold This is 
obtained from the Finished Goods Account after crediting 
stock on hand Expenses of selling and distribution and 
general adnumstiation are chaiged here 

Raw^ materials winch .duectly enter into production and 
snmLirly direct wages engaged upon productive work 
must be accounted for separately from inducct mateiial, 
eg oil foi lubiicatmg machinery, and indirect wages, 
e g foienien or timekeepers Further, the Expense 
Accounts must show clearly the cost of each source of 
expenditure, eg such an account as wages, besides being 
split up into duect wages and indirect wages must be 
tuither" dissected m the accounts so that the indirect 
wages will be grouped as foremen^ timekeepers, stoies 
clerics, etc , each group Ravmg its own expense account , 
and m the anangement of other expense accounts a similar 
careful dissection will be required 
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Single Cost 

Single Cost is applicable to businesses supplying a 
uniform product where the object is to ascertain the cost 
^er unit produced, e g per lb of yarn in spmnmg milk? 
per yard of cloth in textile factories, per sack of flour in 
a flour mill, per ton of coal in a colliery, per ton of steel 
at a steel works 

Manufacturing businesses use Single Costs when turning 
out a standard product, but in most instances a division 
mto departments, each handling a separate range of goods, 
will be desirable , or a division of the cost of manufacturing 
a single product into processes or stages of manufacture 
will be useful In these cases the methods described under 
Department Cost and Process Cost will be applicable 
Where a common basic unit for the whole production 
can t)e arrived at, the charges in the Manufacturing Account 
can be compared between different periods by reducing 
each item to the cost per imit for the period 
In the Trading Account the percentage of each item to 
the Sales should be stated 

The most convement period for makmg up a periodical 
cost sheet must be considered In some busmesses a weekly 
reckoning is made , in others a monthly account is con- 
sidered adequate , while in other cases a four-weekly period 
with 13 peiiods to the year is fgund most satisf actor 
in consequence of the comparison of results not being 
disturbed by irregularity m the length of the penods 
Assuming that a monthly period is to be used, a 
Monthly Manufacturing and Trading Account will be 
lequired 

Returns of materials used m quantities and value and 
detailed record of production form an essential part of this 
system Matenal must be pnced at actual cobt, and 
wages must be gioujped under productive operations to 
enable comparisons to be usefiflly made 

In addition to values, returns of quantity m respect of all 
products should be made so that the volume of waste and 
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Sales 

1 


19 , 


i 

19 i 

Jan 31 To General Exps 



Jan 31 By Gross Profit 1 125 

viz — 



(= 98% on Sales) 

Office Salaries 

07 

85 


Sundry Exps 

03 

30 


Travellers 

1 

120 


Advertising 

04 

50 


Carriage 

3 

340 


Discount 

07 

75 


Interest 

05 

60 



66% 

760 


, „ „ Net Profit 

32 

385 



98% 

£1,125 

£1,125 


cost per unit can be worked out , this cost will be found 
impoitant m all comparisons 
The gross profit must be arrived at — 

[а] By ascertaining actual value of stocks , or 

(б) By chargmg to Manufacturing Account material 
put in hand and crediting finished stock and estimating 
work in progress , or 

(c) By assuming a percentage based on experience 
There will usually be a steady relation between quantity 
of matenal used and quantity of output and work in 
progress, but fluctuations m price must not be disregarded 
A Monthly Expense Summary should be prepared from 
the Nominal Ledger, and after suitable adjustment as 
regards outstanding or prepaid items the expenses for the 
month are obtained 

In the calculation of expenses the monthly quota must 
not represent merely purchases of stores, e g coal, repaii 
matenal, oil, etc , but stocks on hand must be taken into 
account and net amounts consumed only must be charged 
up 

At the conclusion of the financial year the totals of the 
accounts on these hnes will necessanly agree with the 
financial results 

The Tradmg Results, 'whether annual or monthly, should 
be tabulated m parallel columns over a senes of penocte so 
that costs can be compared and unremimerative expenses 





COLLIERY COST SHEET PIT No 2 
Week Ending 10th jANUiiRY, 19 

Coal Worked, 2,000 tons Last week, 2,400 tons 
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prompti}’ checked Penodicall} the Balanfo Sheet items 
ma} be simiLuh tabuLited I ht \ aiue of sikIi tornp irati\ e 
record winnot bt o\< i-t stimatui 

Specimen Cost Sheets. 

The Collier} and Steel Wark:^ lo^t Shot luxe sho\Mi 
are prepared similarly from the financial books and pro- 
duction returns For the setting out of comparisons 
recourse should be had to the use of graphs showing the 
remits m diagiammatual toun 


SUN STIIL WORKS. 
VNeekl\ Cost 

/ sf t(€k 4.-0 1 19 

WwkN Pnxivirtlon — 

I «(H) tu H 


Ptr loij 1 
Stttl ^ 

, 

1i • i 

1 


Vi t Ur- 

Prthliuu! 1 





t 

1 1 e 1 


Tk Iron 1 t 

n iM> 

11 

il 

♦ j 

4 

p 

, 1 

vrip 

i 4S\ 

d 

p 

1 

IS 


M 2 0 1 

Iron Ort 

t U) 

i> 

d 


7 

i) 

r. 20 ! 

1 imestnn'' JM) t 

isu 

li 

0 


2 

0 

„ bO 

i oU 7 a) 1 

ha 

0 

0 


) 

b 


' 

in it; 

(J 

u 

u 

i 

n 


La<i S^les of Scnip, Mill C»ndc-i» aiul Scale | 

h U 

U 

0 


U 

0 



la -IS? 

0 

y ' 

h 

12 

0 


U AOtS— 








Stnilttng I uri ue^ u»d 0 ts PnOmet 

1 iMj 

0 

ii ' 

1 

a 

fi 


Ladles and C isu st, Pits 

d 

n 


}a 

11 


KoUnifi Vilh 

1 iaO 

0 

V 


la 

t) 


Cratiemiii tnd l.al>nurers 

I nsn 

(1 

V 


12 

0 


Boilermcn md Lngn j 


p 

u 


in 

d 


UKoraotuc Drivers irl Virdim n 


p 

(J , 


1 

0 

1 

i 

I IUM^ t OSI [ 

VVCHiKS 

N so? 

fi 

0 

12 

w 

0 

1 

sundry Stnre-s lnflnd«i< od, w rti 







! 

mdigft s <w blades 

IhO 

i» 

<1 


2 

0 

1 

Rents and Rales of VVl’irks 

22a 

0 

(» 


2 

I'* 


tod for Ke be ding 

27(1 

tl 

u 


i 

0 


Coal for Steam 

t>7^ 

0 

0 


7 

t> 


Gas, Water IledmUy 

Timt K< e|H is ind Stom Clerks 

720 

0 

0 


H 

ti 


4^ 

0 

0 

1 


t> 

1 

Hep i\n and Renewals 

2i0 

0 

0 


i 

0 


Ocprcci dlon . 

><50 

0 

‘0 


5 

0 


RoyaUks ^ 

90 

Q 

0 


1 

0 


AVokks Cost 

25,432 

„ 


1 U 

2 

e 


fSOlRFCT 




J 




Managem-nt, Salesmen, and Ofcw 

#r 







Salaries and General Fxpius*^, in 
eluding Interest, ptr Sch^ule 

j 2sm 

0 

d 

i_i 

6 

6 


Net Cost at Works 

1 

} £27,812 

0 

0 

j Ala 

9 

0 



CHAPTER IV 


DEPARTMENTAL COSTS 

In a business wheie a single product is turned out, the 
method of Single Cost can be adopted, but offshoots 
spring up m course of time, and a successful concern 
turns out several types of work, or will undertake branches 
of trade outside its original scope of transactions, e g 
an engineering business may lay out a foundry or take up 
electrical work , and in general industrial businesses these 
cor^iitions invariably apply 

In these circumstances there is no single unit of produc- 
tion, and where a business is making two or more clearly 
defined varieties of goods, it is best to commence the 
organization of a costing system by splitting up into 
various departments, for each of which separate records 
can be obtained It is almost invariably found when this 
is done that one department carries part of the expen^-es 
of, and, maybe, losses incurred by another 
Departmental Cost is the method employed to ascertain 
the profttfa of departments of a business 

The classification of departments is a mattei for decision 
on practical grounds , m some cases the material used may 
determine the division , in other cases the nature of 
the machines in use, or the character of the labour 
employed 

It IS essential, first, to prepare a detailed schedule of the 
work done in each of the departments, induing also 
particulars of the stocks held on behalf of each, so that 
the records do not« become confused at different st^ages 
Purchases must be analysefi in the Purchase Invoice 
Book or a separate Purchases Book used for each 
department 
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DEPARTMENTAL COSTS 


2^1 


Sales must be similarly analysed in the Sales Book 


S\LES BOOK 


Date 

1 1 

• Name 

ho 

, Totil 

Silkb 

Cottons 

Woollens 




I jT ^ d 

£ i d 

£ * d 

£ d ^ 


Wages must be made out separately for each department, 
and in the event of some workers having booked time in 
more than one depaitment, the coirect amount must be 
recorded in each and the total ariived at in a final summary 


SaMMA.RY OF W\G£S BOOIv 



Gross Wages 

Deductions 

Net 



c 

5 

d 

£ 

s 

d 

£ 

s 

d 

Silks Department lotal 

125 

17 

6 

3 

6 1 

6 

122 

11 

- 

Cottons „ „ 

154 

3 

7 

0 

13 ! 


148 

10 

7 

Woollens „ „ 

137 

2 

2 

4 

9 ! 

4 

132 

12 

10 

Stag— 

Foremen, Storekeepers and 
Timekeepera 

417 

3 

3 

13 

8 

10 

403 

14 

5 

lo 

10 

6 


6 

6 

15 

4 


Engineers 

Office 

12 

14 

- 


5 i 


12 , 

9 

— 

22 

9 

6 


7 1 

6 

22 ' 

2 

, - 


m7 

17 

Jj 


7 

10 

£453 

9 

5 


Mateiials transfeiied from one department to another 
must be supphed only against written requests These 
will be summarized, and a Departmental Transfer Summary 
prepared to show the departments supplying and receiving 
respectively 

DEPARTMENTAL TRANSFER BOOK 
Supplies to Silks Department 


We«k 

ending 

Details 

Total 

1 

From Cottons 
Department* 

From Woollens 
Department 


m 

£ 

s 

d 


£ 

d 

£ 

s 

d 

Jan 24 

Requibitlou 524 

10 

24 

6 

10 

2 

G 


% 


n 

„ 527 

15 

4 

3 




15 

4 

E) 3 


„ 536 

7 

15 

9 

7 

15 

9 






i2 MANUAL or COST ACCOUNTS 

i 

The Summary Totals can then be journalized to debit'' 
and credit of departments affected Such matenak, 
whether parti}" manufactured or not^ must be priced at 
^ost [plus value of ’vvork done) without any addition gf 
profit 

A dithculty arises in determining the values m respect 
of the correct addition for works expense this addition 
cannot be obtained by refeience to the total amount of 
the transfers made, but must be based upon some factor 
more nearly related to the amount of work done to the 
material, and hence the cost of wages expended upon it is 
generally the fairest basis I he departmental factory 
expenses will bear an ^usceitdiiuiblc ratio m each depart- 
ment to the dirtct wages, and this ratio should be added in 
making up the cost of the goods tiansftrred to other 
tlepartments 

Geneial Expenses and Selling Cost are not chargeable 
except as an addition to Finished Uoods when sold and 
dispatched 

Stocks and Stores Records* 

Stocks must be classified depart men tally and individual 
stock records in a Stores Ledger shown on the following 
page will be found useful 

Supplies of material from stores to departments must 
be recorded by means df Issues Notes and totalled in a 
Raw Material Summary whicli will give the total raw 
material week by w^eek to charge to each department 

Factory Expenses. 

Expenses and indirect wages chargeable to one depart- 
ment or another must be allocated accordingly Ihe 
distnbubon of general or indirect expenses including 
general wages charges, presents some difficulty The 
division IS sometimes ma^e on the feasis of direct wages 
psdd in each department , but it is essential for accuracy 
that the general factory charges should be apportioned 



DE%\RTMENT\L COSTS 
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after ascertaiiung the actual facts by careful analysis on 
the following lines, and this subject wiJJ be found referred 
to in Renter detail 4n a later chapter 


STORES LEDGER 
Inwards 

Dr Article 


Date 

In\ oice 

Supplier j 

Qinlity 

Quantity 

1 Price 

C 

s 

it 


i 

1 i 

I ' 

i 

! 



i 

1 


[ 

i 




Outwards 

Cr 



S 

C 


Week 3 
Consumption 



Bahnce on HTiid 

Date 

Dept 

Dept 

Dept 

Price 

Value 

Quantity 

Value 


1 





i s d 


£ 5 d 


A Departmental Oncost Rate should thus be arrived at 
and may be based upon 
{a) Direct Wages 

(6) No of employees* working houis 
or (c) No of units produced 

This will furnish a useful basis of comparison from time 
to time and serve as a guide m checkmg allo^vance for 
works expense in estimating the cost of individual orders 
The final presentation of Results may be in th^form 
of a Manufactunng Account or a Cost Summary , and 
the Cost Records can be usefully prepared in a Cost or 
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Departmental Ledgt i which will accumulate the results 
until the stocktaking figures make a reconciliation with 
the fwiancial books at the close of the? period 

A1 t OKnONN'l Ni 01 E\n*NbLS ‘ 


Lac 


Coni j 

Kent R itiS nti 1 Cost of | 

1-Ieatjng ' 

Llccliuitj or G ti Pci rr 

1 . ’ I til ^ 

Kc;paira 

ueijcral Fiuto-j i 

and General S« ituts 


‘sontlrv Stores 
Uepraltitiou 


Basi'J of DivinJon 


I Powtr reqiuuil to matlitnery tn 

, d fltrent '^'•ctions 

Areas occupied b> tion 
V for Coni 

Nunibe of lulCS in each seition 
According to actunl cipenditur* 

I rnbts cirtum ♦uitfs reouire otVu^vnse 

ttvo dint tt-i totits u( direct wilki 
ertb set tiori 
\ci o duo to nc * } il uve 
\ucorilin^ to i4\ntot> value cf maibUiiv 
nnd pi nit 


L 

W.lUl UI ! \Pi 

'iSi. Kin 

UKi uwi 

i M 



i t 

1 utal fui v ccK 1 
\dj I'^tC'l Ih to ( 




SefurtI 

liru 

out'it tndm^ 1.1 
' p'cf juI i lionnts 

bilks 

Cv' tvJi 

\\ oi llensi 

1 

scr ur<; 





i 

f 

$ 

K it •'i d K »tt5. 

<0 i 

1 "> 

•» 


1 kutric Power 

tiO 1 

5 ) 


40 

10 

Loal-— beVmg 

’ 

10 

n 

D 

5 

loob 

!*> 

10 


5 

~ 

Kip nr» 

W If fj — 

sa j 


5 

5 

10 

1 inr>trs^ Stuff 

40 ‘ 

u 


16 

5 

a ktepr rs 

30 1 

10 

10 i 

10 


S in liv Stores 

, io 

10 1 

s » 

3 


Insnt mre 

10 , 

s 

i ’ 

} 

- 

Svipt mU nden i 

W I 

• 1 

15 

1 ^ 

In 



, 4^5 } 

\m 

i 

! lOo 

1 

■35 

lu 


10 

i 

1 ■>._ 

L -'i- 




170 

1 71 ! 

1 



Vcjlue of wolk in pi ogress and iinished goods unsold 
must be obtained week by week as closely us possible 
In many businesses where the amount of Work-m~Process 
and Fm^hed Stock is small or stationary, the credit to 
Manufacturing Account may be taken as actual sales, but 
vvhejp the stock of finishe<| goods fliuftiiates, the credit of 
MsJtiufacturmg Account should be made up from a weekly 
Pioduction Record mstead of fiom the Day Book totals 
^ See also pages 81-86 



NORTHERN MANWACTURING COMPANY 
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This Production Record will give in detail the output of 
each department, the Total Works Cost or Cost of Pro- 
duction of which is j*epresented by the net charges k) the 
l^fanufacturmg Account This total will be transferred 
to Finished Goods Account , and that account, after 
stock on hand is deducted, will show the cost of goods sold 
The average cost per unit in each department may be 
obtained weekly or monthly and will be a guide to cost 
of manufacture This average wiU also be useful tor 
checking the cost of any individual article or batch which 
can be computed in detail 


Administration Expenses 

These include — 


Selling Expense — 
Commissions 
Travelling 
Advertising 
Discounts 
Distribution — 
Carnage 
Branch Offices 


OrricE Expenses — 

Salaries 

Stationery and General 
Expenses 
Audit Fees 
Management — 

Salaries 
Commissions 
Directors' Fees 
Depreciation — 

(Not charged to Factory ) 
Interest on Loans 


Expenses of general management embracing all tfie 
activities of a business may include several of the above 
headings Such items may be apportioned if desired and 
to some extent covered by Works Oncost 
The allocation of management expenses between works 
and office must be arranged to suit circumstances There 
can be no universal rules ^ 

Allocation of administiation expenses to hnes of products 
or departments may be at a percentage on Works Cost 
(or upon the amount of sales) in each department ipth the 
exception that if any particular expense is incurred on 
behalf of any deparknent (e g ^warehousing or interest 
charges upon special stores , advertising), the allocatid^i 
should be varied accordingly This subject is considered 
m more detail m Chapter X 


3 — ( 1765 ) 
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VKUL 1 Sb COSTS 

Proi I bs Cuslinc cl to as<.tiRun the cubt oi each 

stage of maaulactnie \cheie nidlciiiil is pas^^^^l thuaigh 
\aiKuis opciations ttj olMuiii a iinal poaiiut or usult, 
\>uii h;^-pioducts in main casts at cliltereni stages 
Piocesb ( oslmg Is ii’^ed m ( hcuiic \1 Works, Rdinents, 
Food Piodticing FaUoiie^, D\e\\oiks, Pdeadnag and 
hmislimg Woiks, and tht lextih ludiistiu s geneiall} 

Tn these accounts the (diject is to ariuc‘ at the losults 
at ditleient stages of nunnfactme ioi tompaiison and 
pi icing ]Huposcs \n a count is rectuued foi each ^age, 
\\hi(h IS debited !)oth in ipiaiitit} and in values with 
material in hand and fresh material It is credited with 
b} •'piodiK Is 

Similail;^ wages aie analysed into corresponding stages 
and expenses (both Process Expenses and Indirect Works 
Expenses) apportioned on the same plan The cost of tlie 
PiOcess is then shown by a compilation of these three 
sources of informalioig taking into account the quantit} 
of the pioduct obtained, whicli m the mleimediate stages 
passes forwurd to the next piocess 

Indirect cxpt‘nst‘s well either ]>e dcimitidy process 
expenses, such as Heating, Kepaus, Powvi, associated with 
one 01 more' piocessi^s oi operations and diargeable speci- 
fically thereto , or belong to General Woiks Oncost, e g 
management salaxies, wlien division beiw^een processes may 
be determined on a wagt's or quantity basis 

By-products are credited to the process m which they 
arc produced and it will be founds that, if the value of 
by-products is less thail the cost of ongmal material, as 
IS often the case, the cost of the resulting product is 
thereby greatly increased Thus the cost of the process 

28 
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does not only consist m the running expenses but in the 
loss in weight when the final product is recovered 


Example op Procii.6& Cost Account for Works Employing 
Chemical Process 

THE SWAN OIL REFINERY, LTD 
Refining Account for Week Ending 7th January 
Dr CRUSHING ACCOUNT Cr 



Tons 

f 

s 

d 


Tons 

C 

a 

d 

lo Kernels 
„ Wages 

„ Power & Steam 
„ Repairs & Stores 
„ Rent, Rates, & 
Expenses 

1,000 

30,000 

400 

150 

50 

17-> 

__ 

- 

By Crude C^il to 
Refining A/c 
„ Cake to Cake 
Sales A/c 
„ Sundry Sales 
A/c (Bagb, 
etc ) 

, Loss 

500 

400 

lOO 

28 b75 

2,000 

100 

- 

- 

1,000 

£30 775 

~ 

- 

1,000 

£30,775 

- 

- 

Dr 

REFINING 

AC 

COUNT “A” 


Cr 


% 

Ions 

£ 

s 

d 

j 

Tons 

£ 

s 

d 

To Crushing A/c 

500 

28,675 


_ 

By Finishing A/c | 

450 

28,520 



„ Sundry Materials 


250 

- 

- 

„ Sundry Sales A/c 





, Wages 


UO 

_ 

— 

Residual Oils' 





„ Power and Steam 


H5 

- 

— 

and Fats 

40 

800 



„ Kent, Rates, & 





„ Loss in Process ■ 

10 

— 

- 

- 

Expenses 


140 









500 

£29,320 


2 


500 

£29 320 




Dr REFINING ACCOUNT “B” (FINISHING) Cr 



Tons 

£ 

s 

d 

% 

Tons 

£ 

s 

d 

To Refining A/c “A” 
„ Wages 

„ Barrels i 

„ Power & Steam 
„ Rent, Rates, & 
Expenses 

450 

28,520 

125 

1,000 

200 

100 

- 


By Sales A.ccoimt 
„ Sundry Sales 
,, Loss in Process 

447 

1 

31,900 

43 

m 


450 

£31,945 



450 

£31,945 

J 





Total Cost 1 

Process Cost 

9 



£ 

s d 

£ 

f d 

Cost of Raw Matenal 


30 

- ~ per ton 

\ 


,, Crushing Process 
„ Crude Oil 


57 

7* - „ 

27 

7 - per 

„ Refinmg Process 
„ Refined Oil 


63 

7 6 „ 

6 

- 6 , ^ 

„ Finishing Process 



7 

19 10 „ 

,, Finished Oil 


71 

7 4 
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\ inodilK cition uf this plan is necessar} wheit a stock 
cK count IS rcquiied for paitly manuhictured material at 
each ;ntei media to sta^^c , and m this^niannoi tlu iflethod 
shown may be adojited fcjr obtaining the a\erige cost ©f 
manut icture of ai tides yliuh aie not entiiely identical, 
the aveiage cost is useful fur compaiison from one period 
to another and serves to check the detailed estimates of 
induidinl eosts wheie allowances will be required foi 
gieatei or less expense of manufacturing a particular t\pt 
aceoidmg as the si/e or complexity of the type m question 
exceeds or falls below the average 

An example oi a Piocess ( ost Aeeount is given below for 
ascertaining and eomp iiing cost ot munifactme in the case 
of a business making a Standaid Aitiek by lepctiuon weak 
in a senes of will defined stages as in the niamifac tine 


WlFK 

NX) 1 PKOei ss— Si VMPIMOS 


To Material from Stoa s 
„ Wages 

« nxpcnse»5 per Charges 
Allouition 

87 5% on \V iges) 


No of 
Coni 
pkted 
Pirts 

Value 


1 

1 

f 

306 
, 120 

By Stock A/c — 
Cost each 


105 

1 






Cost 

ptr 

Unit 


No of 
Com -- , 
pleted 
P■^^ts ' 


d ^ i 

4 25 J 30,000 531 


£^31 


to stock ol St mipini s 
, Proass A/c 


No 1 SIOCK ■ACCOUNT 


! 

£ 


t 

£ 


2S 

By PcoCtt'^s No 2 \/« 

'28,000 

m 

10 000 ! 

5n 

„ SlcKkc/ht 


1 


(u 4 25d 

1 hi 50 

58 

M,i5a 

/“SSB 

i 

31,150, 

im 


No 2 PROerVS ACCOUNl 
ASSI.MBL1 SG AS£> TrSTiNG 


To Slock 4,/c 
„ JMaternl from Stores 

,, Expenses 

(»* 52% on Wages) 


\ 

£ 

j28,000 

500 

200 


A 250 

t 

i 

j 

130 

j28,(}00 1^1,080 


By Stock A/c 
„ Sales4)f Scrap 
„ Work in Process 
„ Cost of Process 


Cost each 


d 


£ 


25,000 

094 


500 

5 

S3 

2,500 

81 

SS5 

28,000 

£1,080 
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No 2 STOCK ACCOUNT 


To Stock of Assembled Fit 
tings 

, Process A/c 


50,000 

25*000 

£ 

2,000 

994 

By Process No 3 \/c 
„ Stock c/fd 


40.000 

35.000 

£ 

1,598 

1,396 

75,000 

£2 994 



75,000 

£2,994 


No 3 PROCESS ACCOUNT 
Finishing 


To Stock A/c 
„ Packing 
„ Wages 
„ Expenses 

(= 40% on Wages) 



£ 





40,000 

1,598 

By Finished StocI 





20 

A/c 


40,000 

1,723 


75 

„ Cobt of this Pro 





30 

cess 

8 



40,000 

£1,723 

Cost each 

10 35 

40,000 

£1,723 


SUMMARY OF PROCESS ACCOUNTS 



No 1 

No 2 

No 3 



Process 

Process 

Process 

Total 

To W<^k in Process (if any) 





„ Material 

£306 

£200 

. — . 

£506 

„ Stock Accounts 

— 

cr £31 

£604 

£573 

„ Waste 

— ■ 

cr £5 


cr £5 

„ Wages 

£1Z0 I 

£250 

1 

£445 

„ Expense 

£105 

£130 

£50 

i £285 


£531 

£544 

£729 

1,804 

L^ss Work in Process car forwd 


£S1 


£81 

Gross Cost 

£531 

£463 

! £729 

£1,723 

No Completed 

30,000 

25 000 

40 000 

40,000 

Cost each 

i 

4 25d 

5 3d 

8d 

10 3581 


METHOD OF VALUATION OF WORK IN PROCESS 

Work-in-Process No 2 Process Account 


: Material 

£700 X 2,500 

£63 

(2,500 Parts in 

27,500 ■” 

process) 

: Wages and Expenses ;£380 x 1 ,250 

£18 

(2,500 Parts in 

26,250 

process taken as 

1,250 parts com- 



pleted) 


£81 


of brass incandescent gas burners by stamping , assembling 
and testing , and fimslimg departments ^ 

In compiling the Process Accounts shown each of uie 
items will be made up by grouping the separate expense 
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charges concerned , to facilitate accuracy and unifoi mity 
these expenses dissections should be carefully defined and 
standardized by means of Expense numbers ox cost 
miml5ers for the main headings, and with sub-numbe^i^-s 
for detail divisions , and under these numbers the 
wages and materials are most conveniently dissected 

This method will facilitate the handlmg of the expense 
items , and also form a very suitable basis for instituting 
the use of the Sortmg and Tabulatmg machines The 
totals of wages and subdivisions to Cost Nos , and totals 
of weekly Stores Issues with dissection under Stores 
Accounts Nos , and (after re-sortmg) under Cost Nos can 
be promptly obtamed and posted with a minimum of 
clencal work and delay 

Gas Works Accounts. 

The following outline shows a foiin of accounts where 
there are a number of valuable products obtained from the 
treatment of waste material The difficulty that specially 
arises in these accounts is that a value has to be placed 
upon material for which there is no market price, and a 
further difficulty m accounting for the quantities used 
occurs where sohds are converted into liquids, or gases 
or liquids re-converted into sohds Ihe use of standard 
formulae based on the normal product of each process 
makes this possible 


Gas, Coke, and Residual Products. 


Pro formd Account, illustrating stages of manufacture 
an<^ expenses charged at various stages — 


TRADING ACCOUNT for . 


To Carboniratlon A/c 
„ Punfication A/c 
M GcneralfSxpenscs — 
Classified under distin 
guishing heads 


£ Uld 


r 


By Sales of Gas 
„ Sundry Income 
„ Profit on Sales of— 
Dehydratsd Tar 
Benzol ♦ 

Suhihate of Ammonia, 
etc* 


Mmufactur^ of Gas 



PROCESS COSTS 
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CARBONIZAIION ACCOUNT 


To Coal used 

Wages — 

Re?brt House 
Repairs, Renewak:, 
and Maintenani-e 

Tons 

• 

£ 

s 

d 

By CoKe A Ashes sold 
„ Tar and Liquor A/c 
„ Trading A/c — 

Cost of Gas made 

Tons 

£ 

• 

5 

d 












To Lime used 
, Oxide used 
„ Wages 


PURIFICATION ACCOUNT 


By Sales of Spent Oxide 

„ Trading jfVc 


£ 


13 Y PRODUCTS 

TAR AND LIQUOR ACCOUNT 


To Carbonization A/c 
value of Tar and 
Liquor made 

Tons 

£ 

s 

d 







By Crude Tar sold 
„ Liquor sold 
„ Tar Dehydration A/c 
„ Motor Benzol A/c 
„ Sulphate of Am 
monia A/c 

-I Tons 

I 

£ 

s 

a 







UTILIZATION OF B\ PRODUCTS 

DEHYDRATED TAR ACCOUNT 


To Crude Tar used 
„ Cost of Steam 

Fuel, Wages, and 
Maintenance 
„ Profit and Loss A/c 

Galls 

£ 

s 

d 

By Sales of Dehydrated 
Tar 

Galls 

£ j 

: s 

d 











MOTOR BENZOL ACCOUNT 


To Crude Material 
„ Wages 
„ Stores 
,, Maintenance 

Profit and Loss A/c 



Sales of Motor 
Benzol 


GaUs 

£ 

s 

d 

m 





m 

K 





L. 



64 


^lA^NUAL or COST ACCOUIsTS 


SUXPHVTE OF ^MMONM ACCOUNT 



Tons 

£ 


To Crude M^tenal 




„ Sulphuric \cid 
,, Wa#fes 
, Stores 
„ Miiiitenince 
„ Profit and Loss A/c 

i 




i 1 

1 



By Sales of Sulnlnte 

Tons j| / 


of A||jimonia 

tl* 

ii 


I 

1 

i 

1 

I 

ziirn 



Pottery Costs 

In the case of the pottery trade the costs consist of the 
ascertainment of the cost of output from a senes of depart- 
ments which may be regarded as processes in the course 
of manufacture The first senes consists of preparation 
of the clay and the moulding , second, the baking m the 
kiln , next, the pnntmg process, where the pattern is 
put on , a second bakmg process and possibly a second 
decorating or enamelling process and a third baking 
In the preparation departments the cost of clay must be 
first amved at , then the different groups of products 
can be charged directly with the wages upon them This 
will ensue also in the printing and decorating departments 
In the baking processes the cost of heating the kiln will be 
ascertamed and charged against the actual pottery which 
hsCs been baked at a time The pottery is packed in 

saggers for the purpose of bakmg, and the correct 
charging and heating of the kiln determines whether the 
pottery will be correctly baked, as if there are defects m 
the heating, etc , it is not uncommon for the whole of the 
batch to be spoilt The expense occasioned therefore by 
defective work is a considerable source of loss, and the 
charges resulting under this head is one of the important 
features which should be revealed by costs 

The costs will naturally take the form of independent 
calculated costs, but the financial accounts should be so 
aiT^ged that the expense of each process can be separately 
slxiwn, and the quantity of articles turned out can then be 
used to compare averages with the calculated costs 



CHAPTER VI 


TEXTILE ACCOUNTS — PROCESS COST METHOD 

Process Cost methods aie adopted m the textile industries, 
the cost per lb of yarn or per yard or per piece of cloth 
being ascertained 

Spinning Mills. 

The cost dmdes itself into two parts — 

(a) Cost of cotton (or other material) , 

Cost of wages and expenses 
The average cost of cotton will be found from the 
periodical Tradmg Accounts, which should be set out to 
sho^ net consumption per lb of yarn produced 
The cost of cotton enters into Manufacturing Cost apart 
from initial cost price on account of — 

(1) Waste in processes — dimimshed by value of waste 
sold , and 

(2) Loss by weight in processes through drymg — 
dimmished by subsequent absorption of moisture by the 
yarn 

An advance in price of cotton therefore means an 
enhanced increase in cost of production of yarn 

The fineness of yarn is measured in counts, the counts 
bemg the number of hanks (of 840 yards) contained m 
1 lb of yam , so that the cost of cotton per lb of yam 
shown in the Trading Account wiU be the average cost, 
or the cost for the average counts produced by the ^lU 
Finer yarns will entail more waste as well as different 
mixings, so that the cost for each count requires separate 
investigation based on calculation and test 

The cost of wage^ and expenses is seen in total in the 
Tradmg Account and the cost* per lb yam for av^age 
counts should be shown there 
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There is a difficulty in applying Process Cost methods'^ 
from the fact that the matenal is continually in process, 
but the production at each stage is obtained for pa^yment 
of wages — ^piece rates being universal 

Wages and production are thus obtained in processes, 
and works expenses can be apportioned similarly by 
careful analysis 

The expense cost vanes with different counts of yarn 
produced, accordmg to — 

(1) Processes required to produce particular counts , 

(2) Production of machinery on different counts , 

(3) Effect on mill production as a whole, which may be 
increased or reduced with variations from the standard 
for which the plant is best adapted 

Textile Processes 

In^frammg the Financial Accounts a clear division sh^ould 
be made between raw material, matenal for various 
expenses accounts, productive wages and indirect wages, 
and other expenses , and these expenses should be further 
divided to separate works expenses from office and selling 
expenses At monthly penods a balance of the financial 
accounts should be made so as to ascertain the expenses of 
th^ month for companson purposes The first view that 
IS obtained, therefore, month by month, of the accounts 
of the business will be m the form of a Trading Account 
Where the stocks are not actually taken the values of these 
must be calculated from the Stores Records and estimated 
amounts of matenal in process 

The second step that should be taken is to separate the 
mam processes that are earned on so as to obtain an expense 
allocation for each stage The whole of the expenses 
should be dissected so far as possible directly against one 
or other of these sections, and such expenses as cannot 
be ^parately charged must be allocated on a fair basis 
Tlwe will be obtamed a senes of accounts for the different 
stages of manufacture, and the numbei of lbs of yam 
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spun, the number of pieces of cloth woven, and the number 
of pieces finished can be used as a basis for calculating the 
cost 151 each process per unit Up to this pomt the system 
that is carried on is entirely m accord with the fiifancial 
accounts, and the records will be made up month by month, 


COITON SPINNING MILL 

Spinning Account for Half Year Ending 30rH June 
Dr Cr 


To Consumption of Cotton- 
Purchases 
Stock 1st Jan 

Less Stock 30th June 


Less Waste Produced- 
Sales 

S t o c k J| 
lOth# 

June 


Stock 1st! 
J in 


* Wages and Expenses at Mill — | 
Productive Wages 
other Wages 

Rent, Rates and Insurance 
Power 

Heating and Lighting 
Stores 
Repairs 
Depreaation 
Other Expenses 

Office and General Salanes and| 
General Expenses 
Balance Net Profit 


lbs 


[Sales of \ am 
Add Slock 30th 
June 

Less Stock 1st Jan 
Loss In Weight 


lbs 

£ 

s 

d 










• 

\ 





Uai* 


so as to contain a continuous senes of records foi 
companson 

The average costs are thus shown in the Tradmg Account, 
and a similar statement of average Production Cost may 
be prepared week by week from Wages, Production and 
Expense Records petailed costs for particular yarns are 
then ascertained by calculation and test based upon tSaese 
statements 
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SPINNING MILL. 

Cost Statement for Week Ending. 



Wages 

Paid 

Expense 
Appd tion 
ment 

PrcKlnrtion 

lbs 

f Cost 
per lb 

r 

Productive Wages — 

Preparation 

Carding 

Draw Frames • 

Intermediate 

Roving 

Overlooking 

And so on 

Non Productive Wages — 
Warehouse and Engineers 



1 

1 

I 

Management and OfBcc Salaries 



! 

% 

I I 


Total Wages Production in Kinks. 

Expenses A\ erage Counts 

Net Weight Yam produced 

Total Cost pec lb Yam 


MANUr^CTURING ACCOUNT 


For the Half-Year Ending, 



1 

Percentage 
to Produc 
tion 

To Consumption of Yam 
Stock 1st Jan 
Purchases 

Less Stock 30th June 

To Weavers Wages 
, Other Productive 
Wages 

„ Mill Expense — 

Staff Wages 

Rent and Rates 

Power 

Stores and other Mill 
Fxpenses 
, Omce Expense’^ 

„ Gross Profit 

i 1 

1 

s 

d I 












■“j 



By Prodaction of Qotb 
Add Stock 30th June 

Less Stock Ist Jan 


Summary of Expense — 


Total 

TlTt 


Wages 

Expense 


Weaving Mills. 

A sinufar analysis of the Trading Account, together with 
a \%ekly Wage and Expense Repopt, showing cost per 
yard or piece of cloth, can he prepared for the manufac- 
turing department The wages are paid at piece rates 



TEXTILE ACCOU#ITS — PROCESS COST METHOD 


39 


and a percentage on weaving wage is added to cover 
Production Expense 


WEAVING MILL 


Cost Statement for Week Endihu. 


Operations 

Total 

Wages 

Paid 

Expense i 
Apportion 
ment 1 

Production lb 
of Yam or 
Pieces of Cloth 

Cost per lb 
Yam or per 
Piece ot Cloth 

Productive Wages — 
Winding 

W-arpmg 

Sizing 

Twisting 

Weaving 

Overlooking 

And other operations 

Non Productive Wages — 
Warehouse and Enginters 
Management 

Oftice and Salesmen 


1' 

! 








Weivers' Wages £ Preparation Cost d per lb Yarn 

Other Wages £ Weaving Cost d per Piece 

Other Expenses £ Indirect Cost d per Piece 


Weavers' Wages £ Preparation Cost d per lb Yarn 

Other Wages £ Weaving Cost d per Piece 

Other Expenses £ Indirect Cost d per Piece 


Average of Total 

Cost per Piece 


Percentage of Expense to Weavers' Wages 


To carry the detail of costs further than this, each of^the 
departments already specified must be further subdivided 
so as to ascertain, as regards the running expenses, the 
approximate cost of runnmg e^ch. machme or group of 
machmes m the factory The works expenses must be 
allocated in detail on the methods explained in the chapter 
on Factory Expenses, so as to place upon each machme its 
fair share of the burden The office expenses will npt be 
computed in this manner, as they are only chargeable on 
fimshed goods, and axe not added to the value of these until 
they are sold The cost of running each machi«e having 
been ascertained, the number of hours that it is expected 
to be workmg must* be estimal^ed, and the total expenses 
divided by the total hours gives the estimated amount per 
hour that the machine will cost to run 





ani wages of workmen are recorded on the reverse side 


PROCESS COST— DYE WORKS 
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The method of obtaining detail costs will then be for the 
matenal which will be required to produce a gi\ en quantity 
of the cloth in question (allow mg for wa^te and loss of weight) 
to be priced out accordmg to the known cost of materid 
at the market price of the da;y 

The direct wages will be known, as these are payable at 
piece-work rates Ihe working expenses of the depart- 
ments at the late obtained in the most recent monthly 
accounts must be added, or alternatively, the rates of the 
different machines foi the time that will be required to 
be devoted to the woik must be totalled m the case of 
special work which is diffeient from the average product 
fo the total thus obtained must be added the rate of 
expense for office charges, carnage to customers, discounts 
and commissions to salesmen 

Dyeworks 

In the accounts of dyeworks and similar businesses, 
where the original value of the matenal treated does not 
enter into the accounts, the process cost is confined to 
recording the cost of the dyes and other materials, wages 
and running expenses A separate Cost Sheet is used for 
eaqh lot of work done, which shows the individual expense 
for each process , and a monthly summary giving the 
totals of the individual Cost Sheets must be set off against 
the expenses shown m the financial books 

For each department, in all textile as in other businesses, 
an expense rate per direct labour hour, or machine hour 
rates for each machine should be obtained and checked 
from time to time The expense rates will be reliable for 
detailed estimating and costing , and will provide a 
standard for comparisons 
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JOB COSTING — ^TERMINAL COSTS 

Terminal Costs axe employed to show the cost of carrying 
out contracts and undertakings which are by their nature 
entirely separate and are terminated by the completion of 
the work 

The accounts of a builder and contractor present the 
best illustration in simple form of the methods adopted 
in Job Costing Under this system the object is to arrive 
at the profit or loss on each contract The greater part 
of the work is estimated for, so that the price is fixed in 
detail m advance , other work is done by day work, and 
it IS then no less important to ascertam the exact cost 

TIME SHEET 

Week ending 


Name of Employee No Trade 


Job Name and No 

Tune Worked 

Total 

Rate 



Sat 

Mon 1 

Tues 

Wed ; 

Thur 

Fri 1 



L s d 

Deductions j 


i 

. 


■ 1 



WAGES BOOK 

Joiners Week 


No 

Name 

Hours 

Over 

time 

Total 

Rate 

Amount 

Deduc 

tions 

« 

Net 











4 — ( 1765 ) 
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STORES LEDGER 

Minimum Stock 
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The method to be adopted will bring the Contract 
Ledger, in which the accounts of the different jobs are 
cont^ned, into the double-entry tfook-keepmg System, 
and thus ensure that the results obtained will be actual 
iinancial results The use of an independent Cost System, 
which IS necessary where the number of individual cost 
accounts to be kept is very much greater, can be dispensed 
with in businesses of this type In the Contract Ledger 
an account will be opened for each job undertaken, and there 
will be a senes of jobbing accounts for different types of 
jobbing work, so that the results of each group will be 
separately ascertained The Sales Ledger will not be 
interfered with, but, on the completion of each job, the 
amount of the contract will be credited to the Contract 
Account and debited to the Customers Sales Ledger 
Account 

Wages 

The wages are dealt with m the first place on daily or 
weekly time sheets, which are utihzed in makmg up the 
total wages due in the Wages Book for the purpose of 
paymg wages , and the gross wages are then analysed in a 
Wages Abstract for the purpose of chargmg up to the 
contracts or to Expenses Accounts for indirect labour 
(See pp 43 and 44 ) 

A separate abstract will be used for plumbers and anothei 
for bncklayers m a similar manner The grand total will 
include staff wages not chargeable to any particular 
contract, and will be agreed with Wages Book Totals, 
an^ the total of each column in the abstract will then 
be posted to its appropiiate Contract Account in the 
Contract Ledger and the staff wages and time spent on 
work chargeable to Expense Accounts (e g repairs) 
will be posted to the Nommal Ledger 

Material. 

Materials for contracts include special purchases and 
supplies from stores 
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The dissection in the Purchase Analysis Book will 
sepal ate these two groups and will classify stores purchases 
as joiners, bncklayeis or plumbers material and under 
these headings the Stores Accounts will be arrangecf 
Special purchases will be posted direct from Purchase 
Analysis Book to Contract Account , the total amount of 
purchases for stores will be posted to debit of Stores 
Accounts in the Nominal Ledger under above classification 
Stores Accounts should be kept in a Stores Ledger 
which contains records of aU building material A separate 
account is required for each article, and this is debited 


ISSUE NOTE FOR STORES 


Date 

Required for Job No 
ibUme 


Stores Ledger Fo 
Contract Ledger Fo 


@ 


i s d 


Authorised by 


Received by 


with quantity and value of (1) Balance in Stock, (2), all 
purchases subsequently, irrespective of the source of 
supply , it is credited with stores issued to Contracts or 
Jobbing Accounts, or used m repairs, etc , work and 
chargeable to Expense Accounts 
The stores are issued to contracts only against Issue 
Notes prepared in the office, which are entered in a Stores 
Issued Book on presentation at the stores 
The matenals used must be pnced at cost 
The posting of the Contract Ledger should be made from 
the Stores Issued Book , or a Stores Summary , or a journal 
entry compnsmg the totals of the summary , and the total 
of the amounts debited to the Sontract Accounts slfould 
be credited to the Stores Account m the Nommal Ledger , 
this account will show at any time the book value of the 
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stores in hand, which should agree with the total of the 
list of balances taken out from the Stores Ledger The 
Stores * Ledger Accounts should naturally be checked at 
short intervals with the actual stocks held Any shortages 
of materials, unless these can be traced to jobbing work, 
must be charged to Stores Adjustment Account as an 
Expense item 

The Contract Ledger Accounts must be credited with 
any stores returned, posted from a Stores Returned Book, 
or entered at the end of the week or month in the Stores 
Issued Book as a deduction 

Plant The value of plant sent to the site should be 
charged to the Job Account In connection with long 
contracts there will be considerable depreciation in the value 
of the plant, and it is important that the contract on which 
this occurs should be fully charged with such loss In the 
Nommal Ledger an account should be opened for Contract 
Plant, and a hst of plant available should be kept, each item 
having its value shown, and the total agreeing with the book 
value shown by this account When any plant is charged 
to a job, the Contract Plant Account must be credited, 
and when on the completion of the work the plant is 
returned, the Job Account will be credited with the estim- 
ated value, and the Contract Plant Account wiU be debited 
In the event of such plant being sold the credit will go 
directly to the job concerned 111 this way each job will 
be made to bear the full cost of the use of plant 

Sub-Contracts are debited in the same way as direct 
purchases, bemg charged to jobs in the Contract Ledger 
direct from the Purchases Analysis book 

Disbursements on account of particular contracts are 
dealt with by posting direct from Cash Book or Petty 
Cash Book to Contract Ledger 

Expense 

Total expenses, mcludmg foremen's salanes, office 
salaries and expenses, insurance, rent and rates, cartage, 
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advertising, repairs and depreciation, ivill be grouped 
in an Expense Allocation Account and apporboned to 
contracts at stocktaking times ^ 

Alternatively a definite scheme for charging Overhead 
Expenses to the contracts can be prepared, and tJie 
appropriate charges made to each job when the work is 
finished and the Contract Account closed A method often 
adopted which is not, however, sufficiently accurate is 
to charge a percentage on the outlay on each ]ob , seeing 
that some contracts will consist mainly of matenal and 
others will have a small proportion for matenal and a larger 
amount for wages, thus entailing more expense in super- 
vision and probably also being in hand for a longer penod, 
It follows that a fiat rate on both matenal and labour 
will not give a fair charge to each ]ob, tending to over- 
charge the jobs on which the matenal forms the larger 
portion of the outlay It will be found by a close analysis 
of expenses that the wages should bear a heavier rate than 
matenal The correct charges to place upon matenal 
are those which axe entailed by the buying, warehousing 
and handling of the Stores The total annual expense for 
these services can be obtained by analysis of the Financial 
Accounts, and, by dividing this proportion over the matenal, 
a percentage can be fixed as a Warehousing Rate Other 
expenses, including general management, may be sufficiently 
accurately proportioned as a percentage paid on the wages 
of each job Where there is a joinerj^ department fitted 
with woodworkmg machinery it may be desired to have 
special hourly rates for the use of the different machines 
For^the purpose of fixing these rates the following expenses 
in connection with the machines should be omitted in 
fixing the general oncost rates, and should be allocated 
specificajjy to each machine, and then the total of the burden 
on each divided by the total estimated hours it will work, 
gives^ the machme hour rj.te The charges to be included 
are the depreciation and repairs for the machine, the 
cost of power to run it , the proportionate share of the 
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space occupied covenng rent and rates, lighting, heating, 
cleaning of the workshop , and, if it is desired to cover the 
annual cost of the money locked up«m the machirres, the 
normal rate of interest on the capital value of each should 
be brought into account 

Journal Entries, 

Under this system the Contract Ledger becomes an 
integral part of the double-entry book-keeping system 
A monthly Journal entry in the following form will serve 
to focus the Contract Ledger entries for posting to the 
Nominal Ledger 

Sundry Contracts Dr 

To Special Purchases 

Stores per Stores Issued Book 
Sub-Contracts 
Productive Wages 
Chargeable Expenses 

Sundry Contracts Dr 

To Expense Allocation Account 

for proportion of General Expenses 
charged to Jobs 

Expense Allocation Account Dr 

To Sundry Expenses — 

Office Salanes 
Rent and Rates 

for Expenses actually incurred 
during the month 
etc , etc , etc 

Value of completed work is similarly credited to 
contracts and debited tq customers 

Sundry Customers Dr 

To Sundry Completed Contracts 

In tlus way each Contract Account becomes a separate 
Trading Account, showing its own profit or loss , and 
bals^nces are transferred to General Profit and Loss 
Account 

Where the work is done under Architects' Certificates, 
the amcfUnt of each may be credited as the work proceeds 

The Contracts and Jobbing Accounts should bear 
similar charges for expenses 

Uncompleted work must be valued as Work-m-Progress 
This may be taken at cost of outlay, that is, material 
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plus labour, and the current percentage may be added for 
expenses When the method is preferred of only charging 
expenses to the jobs as they are completed, the amount of 
e^tabhshment charges on Work-in-Progress must be 
reserved for by debiting a Suspense Account vhen making 
up the periodical accounts No profit must be taken 
credit for, nor must the full value be allowed to stand if 
there is any reason to suppose that the work cannot be 
completed for the contract price An exception arises 
m the case of long contracts extending over several years, 
where a fair profit must be estimated as the work proceeds 
A safe profit in such cases may be estimated at two- 
thirds of the profit shown on the basis of the value certified 
for by the architect's certificate, where payment is received 
on this basis, the balance of one-third being reserved 
agailist unforeseen difficulties in completing the work 
Where only a portion of the value of the work done is 


CONfRACTS ACCOUNT 

^ Three Months Ending 31st M\rch, 19 

Cr 


Mar 31 

To Losses — 

Joiners 

Contract No 143 
Plumbers (if any) 
Bricklayers 

To Net Profit 

£ 

35 

274 

s 

d 

Mar 31 

« 

By Profits — 

Joiners 

Contract No 153 

n » 262 

„ „ 135 

Bricklayers 

Contract No 126 
» M 134 

ff t 155 

Plumbers 

Contract No 128 
„ „ 130 

Profit on Jobbing 
Account — 

Joiners 

Bncklayers 

Plumbers 

£ 

25 

15 

24 

• 

36 

15 

23 

25 
15 

50 

60 

20 

s 

19 

4 

2 

10 

£30<) 

z 

I 

£309 


MM 

Dr 

PURCHASES ACCOUNT (JOINERS) 


Cr 

* 

19 

! 

£ 

s 

u 

19 

% 

£ 

1 s 

i7 

Jan 1 

To Balance of Stores in 




Jan 31 

By Stores Issued Contracts 

, 370 


- 


Stock 

960 

_ 

— 

Feb 28 

i» 1* tf 

- 950 

— 

— 

» 31 

ff Purchases 

* 740 


_ 

Ma». 31 

» II ♦» ^ 

, 740 



Feb 28 

»i ff 1 

780 

- 

— 


„ Jobbing Account 

' 1,975 

— 

, — 

Mar 31 


1,975 

- 

- 

» 

„ Stock on Hand 

420 

*■ 



1 

I 

£4,455 





£4,455 
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JOBBI^G ACCOUNT (JOLNEKS) 
Dr 


19 


c 

s 

d 

19 


i 

5 

31 

To Stores Supplied 

1,97^ 

- 

- 

Mir J] 

By Sundry Customers 




, ages 

700 

- 

- 


per Da> Book 

3,025 



, Expenses 

300 


- 






„ Net Proht 

aO 

- 

- 







1^1025 





£i025 



EXPENSES ALLOCATION ACCOUNT 

Dr Cr 


19 


£ 

s 

d 

19 i 


£ 

5 

d 

Mar 31 

To staff Wages 

■>00 

! - 

~ 

Mir 31 , 

By Con tracts per ]o irnal 





„ Rents and Rates 

UU 

- 

~ 


„ Jobbing \ccounL — 

no 


_ 


„ Cirtige 

Oa 

- 

- 


joiners 

100 

_ 

_ 


, Office Expenses 

2 )0 

- 



Bnckl uirs 

100 

1 - 

_ 


„ Insurance 

7a! 


— ! 


I’lumlter-. 

25 




, Advertising 

-0 


-i 

1 ! 






, Interest 

• ^ 


1 ~i 







Repairs 

10 

- 








„ Deprccntion 

30 

- 

1 


1 




) 

rLlaal 

- 



/Lla5 






paid as the contract proceeds the profit on the unpaid 
portion should be further reserved 

Machinery and Plant are recorded in classified accounts 
in the Pnvate Ledger, and suitable depreciation is written 
off year by year 

It IS an advantage to divide the closing accounts into — 
^ Joiners' Contracts , 

Bricklayers' Contracts , 

Plumbers' Contracts , 

and to show the profit (or loss) on Jobbing in each depart- 
ment For the purpose of this analysis, some contracts 
will require to be divided when the final result is obtained 
The amounts due from customers are shown in the 
Sale? Ledger to the debit of personal accounts In the 
case of Jobbing work, the entries come through the Sales 
Day Book (analysed to show the three departments 
separatel^^) In the case of contracts the Contract Journal 
contains the entries debiting the customer and crediting 
the Contract Accounts 

Payments on account of contracts will consequently be 
posted to the Sales Ledger Accounts 



CHAPTER VIII 


MULTIPLE COSTS — LABOUR 

Multiple Costs apply to businesses where the products 
differ widely in type, value and complexity , where similar 
operations may be used to give widely differing ultimate 
results , where speciahzation and the standardization of 
parts may be extensively adopted 

The application of Cost Accounts to businesses of this 
type usually follows the Job Cost system, with variations 
in sections of the works to which special methods are 
applicable 

The object aimed at is to ascertain the actual cost of 
execution of each order as it is completed, and to obtain 
this^the detailed dissection of aU outlays is unavoidable , 
this entails considerable clerical work 
The cost divides itself again mto Labour, Material and 
Expense 

Labour 

Methods of Payment — 

(1) Time Rates 

(2) Piece Rates — with guaranteed wage " Straig&t 
or “ Differential 

(3) Bonus Methods — 

Premium Bonus , Efficiency Bonus 

(4) High Wage Plan 

(5) Profit Sharing 

(6) Output Bonus — ^Pnestman Plan ^ 

Time Rates are essential where work cannot be 

standardized or classified mto suitable classes or grades 
for piece ratmg , and where special care and* skill are 
essential 

Piece Rates are*satisfactory, provided the rat^ are 
correctly fixed at the outset Differential Piece Rate gives 
extra percentage after a certam quantity is exceeded 
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Bonus Methods of various types have been devised to 
stimulate production and encourage employees to earn 
more than average wages, and at the same time to obviate 
the tendency on the employer's side to cut rates by 
combining a benefit to the employer with the workman s 
bonus , this being achieved by the reducing cost per unit 
to the employei, along with an increasing bonus and rate 
per hour to the employee The workman's objection 
from Ins standpoint is that he gets only a portion of the 
increased results from his extra labour, and that the 
system may be used for ascertaining maximum production 
with a view to fixing piece rates , alternatively, however, 
he can and does get a higher rate per hour and a larger 
total wage 

Premium Bonus (1) In the Rowan " system, the 
bonus paid to a workman is fixed as a percentage on wage 
earned equal to the percentage of time saved 
Under this plan the workman will never earn double 
pay, but will usually have more than half of the remaining 
benefit , the employer havmg in addition a saving in 
expenses per job through increased output 

(2) Another plan is to fix m advance the proportion of 
time saved which shall be credited (or debited in the case 
of time exceeded) to the workman , eg*' Halsey " and 
** Weir " systems givmg 50 per cent or 33-| per cent of 
actual saving as bonus ? 

Efficiency Systems The object of these is to fix the 
mimmum time m which a job can be done by skilled men 
and pay heavily for the reaching of the standard 
The " Taylor " system gives a bonus of 25 to 50 per cent 
on day wage if the standard is reached , and if that is ex- 
ceeded, then payment at piece rate, plus (say) 40 per cent, 

IS earned^ 

* 

Modifications of this plan (e g Emerson) give the worker 
a graduated rate of bonus gommenang at 5 per cent if out- 
put is 65 per cent of ejB5ciency standard, and advancmg by 
steps to 40 per cent when the 100 per cent is reached 



Bonus being at same rate on wage earned as time saved is to time allowed- 
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The “ Gantt '' system is known as a task bonus wage 
system The time allowance is fixed for each job on a 
very exact basis Wages are paid at time rates pcir hour 
worked and if the task is not done within the scheduled 
time no bonus is earned If the standard time is taken, 
the normal rate plus bonus of, say, 40 per cent is earned 
If the task is done in less than standard time, the full 
time allowed is paid for plus 40 per cent on actual time on 
the ]ob 

High Wage Plan This plan proceeds on a day wage 
basis, but at rates 40 per cent or 50 per cent above 
district rates, with the object of compelhng employees to 
use every ounce of effort and of enabhng employers to 
insist on the highest possible standard 

Profit Sharing schemes have for their object — 

(1) Stimulating of employees* interest in the business , 

(2) Ensuring mutual oversight to ehminate waste 
(both of time and material) , 

(3) Improvement of methods by utihzmg employees* 
ideas , 

(4) Retaining services of employees by giving them a 
permanent standmg as part proprietors 

The drawbacks to such schemes usually he in — 

{a) The payments being too far apart , 

(5) Bonus being too small to exercise a sufficiently 
strong influence , 

(c) The idea that proprietors gam more from the 
extra efforts of the workpeople under the scheme than is 
given m bonus, 

^{d) Inability of employees to obtain access to the 
accounts , 

{e) Results being influenced by trading conditions 
which^are beyond employees' control , 

(/) Objections to bonus distnbutions m the form of 
shares "" 

Under the Port Sunhght (Lever Bros , Ltd ) plan, 
employees of one year's service are entitled to participate 
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in the distribution of co-partnership certihcates, for the 
issue of which a fund is made available each year, depending 
on the ptofits earned • The distnbution is made in three 
grades based on merit awards, and the bonus shares 
receive a rate of dividend at 5 per cent less than the amount 
of the dividend on the ordinary shares There are restric- 
tions on transfer 

Under the scheme initiated by J T and J Taylor, of 
Batley, the employees receive a bonus annually out of 
profits available after paying a 5 per cent dividend on the 
share capital, the division of the surplus between share- 
holders and employees being in proportion to the capital 
employed and wages earned Ihere is provision in the 
scheme for additional bonus to employees who have been 
long with the firm, and the bonus may be invested in the 
company's shares 

Numerous other similar profit sharing schemes are m 
operation, having m most cases special features to suit 
local circumstances 

With modern accounting methods providing monthly 
Profit and Loss returns the objections to such plans can 
be reduced 

The Priestman Plan is typical of the Output bonus 
The scheme is to classify all work completed, and total 
weekly the gross production by weight, or by measurement 
of volume in points The standard weekly output is agreed 
upon between employers and men's representatives, and is 
subject to increase or decrease if the number of employees 
or working hours is increased or reduced Bonus is then 
paid to every employee at the rate of mcrease of outptit 
over standard 

Profit Sharing Schemes and Output Bonuses are in the 
form of group bonuses , the gross results are used to 
determine the rate payable to the individual This plan is 
not considered economically sound by many works managers 
on the ground that each man should have the benefit of 
his own skill and effort to induce him to do his best work , 


5 -~( 1765 ) 
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and that none should beneht unless he has earned the 
bonus with his own labour At the same time the 
different methods are suitable uhder varpng * circum- 
stances, and in some cases it is group organization winch 
produces maximum output rather than individual skill 

A plan successfully adopted m connection with revisions 
of Piece-work Rates provides for the consideration of these 
by a ]oint committee of management and employees' 
representatives with the object of securing that any rate 
which IS found by a workman to be inadequate shall be 
inquired into and be adjusted if shown to be too low 
Similarly appeals by the management for i evasion of too 
liberal rates are consideied, with the proviso that no rate 
will be reduced without a corresponding increase being 
given to a low rate 

With the idea of encouraging interest in a profit Shaimg 
scheme the monthly Balance Sheet and Trading Account 
described in Chapter XI may be used, and it seems likely 
that this method of accounting will remove one of the 
pnncipal objections to profit sharing schemes in making a 
monthly ascertainment of bonus possible 

\yage Records 

Engagement of Labour For the engagement of 
employees a history card should be prepared setting out 
full details of the employee's record, trade, etc, and 
this card should be retained for the purposes of recording 
advances of pay, etc , so long as the employee remains 
with the firm Each employee should be given a number 
which will correspond with the department where he wiU 
work, so that his department can be readily seen from the 
pay roll number 

Tim£ Recording It is essential for the record of time 
spent m the works to be correctly ^obtained, and for this 
purpose a time-keeper is usually provided with either a 
time board on which each man can hang a brass check, or 
a time recorder clock m which each man can place his 
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time card for the time of commencmg and leaving to be 
mechanically recorded, as m the Gledhill-Brook system 
There is a certam saving in clencal work in the u^e of 
mtchamcal time recorders, but the presence of a time- 
keeper when recording is m progress is essential to prevent 
wrong use of the clock by workmen registenng the time of 
others who are late or absent The total time provided by 
time-keeper's book from time board, or that recorded by 
the time recorder on the time card will be used for making 
up wages for day- workers, and will be checked off for piece- 
workers with the time booked on individual piece-work notes 
(See Time Sheet and Wages Book, pages 43 and 44 ) 
Piece-work Notes Where payment at piece rates is 
in operation it is preferable to have a system of piece-work 
notes, by which the time spent on each 30b is recorded upon 
a sejjhrate note, m order to ensure the correct bookmg of 
time on each job There are many other advantages 
obtamed from the elasticity of method resulting when 
each item of the wages dissection is recorded on a separate 
j ob note, even when day rates are m force The Time Sheets 
or Job Notes should be certified by the foreman m charge 
Pay Roll The Pay Roll is made up from the gross 
time records, with m the case of the piece workers the 
summanes of the Piece-work Notes A com summary 
should be made at the foot of each JPay Roll Sheet showmg 
the amounts required m £1 notes, lOs notes, silver and 
copper, to pay out exactly the wages on that sheet This 
makes the countmg out much simpler and helps in tracing 
errors For compilmg the Pay Roll a convement method 
is the use of the Burroughs Wages Addmg Machine, \^ith 
which an operator can tabulate the Pay Roll with great 
rapidity, givmg at the same time an automatic check on 
the additions and deductions The calculating machine 
is used for reckomng giece-work prices, bonuses and bqnus 
additions to wages , and the adding machine summarizes 
the job notes of each workman, to obtain his total pay 
The method of summanzmg wages illustrated on page 
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44 has been superseded in many offices by the introduction 
of adding machines for the purpose The ]ob notes after 
the completion of the Pay Roll are*sorted into order of 
Jobs and Expense Numbers and listed, so as to give the 
total for each job or expense item with a grand total which 
PIECE-WORK NOTE 


Workman’s No 


1 Works Order No 

1 

Name 


i 

1 


Rate 


1 


Date commenced 

Time 


Part 


Price 


Operation 


Checked 





1 9 > 

No OE 

Passed 

Rejected 

Inspected by 


Time 

Works 

Expenses 

Week ending 

Day j 

Hours 

Over- 
time f 

Shop Rate 

Maclune 

No 

Machine 

Rate 

Value of 
PW Pnce 

Overtime 

Bonus 

£ 

S 

d 

Total 

Time 


Total 

Wage 






mm 

L 


Foreman's signature 

agrees mth the total wages of the Pay Roll A consider- 
able^ amount of clerical work is saved by this means 
Where there is a large number of employees and the 
works IS consequently divided up into separate shops, 
each shop requires to be dealt with separately as a distmct 
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unit by means of a Shop Pay Roll and a Shop Wages 
Abstract A final summary of such Shop Wages Abstracts 
IS thea reqmred either by tabulating the dissections in 
columnar form, giving the Shop Wages vertically and the 
charges to Jobs horizontally, or by mechanical summarizing 
methods The saving of time and labour by the latter 
process is considerable 

A useful companson may be made week by week of the 
percentage of indirect to direct labour As indirect labour 
forms one of the main items of works expense, this per- 
centage will give an advance indication of rise or fall in 
works expenses as a whole 

Extreme care in the payment of wages, so as to guard 
against irregularities must be ensured by a sound system 
as well as by a rehable staff The system must aim at 
placing responsibihty upon several officials, who will check 
one another's operations 

The clerks engaged m makmg up the wages should not 
also pay out to the men At the time of pajmient foremen 
who can identify the men should be present The Pay 
Roll should be submitted to and signed by the manager 

Advances to workmen (subs ) should be charged through 
Petty Cash and deducted in subs column on Wages Sheets 
Advances on I 0 U 's to workmen working at a distance 
should be refunded, and actual wages charged through 
Wages Sheet of outside staff 

Decimal System of Time Recording 

For some purposes it is found adequate to record time 
on jobs in tenths of an hour For this purpose a Jtime 
clock IS used which gives a time record with six-mmute 
intervals The workman obtams the same time record 
on the job cards of both the new and the old Job when 
changing over, and the calculation of time taken and wage 
IS much simplified The system not suitable when^ore 
exact recording is required 

(See Chapter XIII regarding wages routine ) 
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Material. 

The lay out of a factory necessarily demands suitable 
planning of the stores departments in relation to the 
work 

It IS essential that there be — 

(1) Rough Stores convemently situated for the receipt 
of raw matenal , 

(2) Components Stores for completed parts , 

(3) Shipping Department for finished orders , 

(4) Good general organization to save time in caijr^ing 
work through , suitabl} placed departmental stores, 
tool stores, etc 

(5) Efficient transportation 

Purchase Routine* 

It IS important to obtain a stnet control of purchases 
in order to ensure that there is complete harmony as to 
prospective supphes between Stores Department and 
Buymg Office and Contract Department who handle the 
orders received To ensure this the Contract Department 
having prepared a complete specification on receipt of each 
order will circulate it, supplying one copy to the chief 
Storekeeper On this he will indicate matenal available in 
his ^stores, and matenal not available which must be 
purchased The specification is then returned to the 
Contract Office, who issue Purchase Requisitions to the 
Buymg ^Department for items of winch the supplies are 
ruimmg short, and advise Planmng Department of manu- 
factured Stock items required The Stores Office will 
also perceive at any time from the records in the Stores 
Ledgers when the stock of any item is falhng below its 
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fixed minimum, and a Purchase Requisition should be 
immediately sent to the Buying Office 
The -giimmum stock hmit for any article will be deter- 
mined by the rate of consumption and time required to 
obtam supphes The ordering quantity will be a con- 
venient size according to the terms of the market and rate of 
consumption , and the maximum will usually be the same 
as the minimum plus ordermg quantity 

In the case of components manufactured foi stock the 
maximum of each will be fixed so as to prevent excessive 
quantities being put into stock, having regard to rate of 
manufacture of other components 

Receipt of Stores. 

On receipt of goods the Storekeeper will recoid details 
of the matenal, quantity, quality, etc It is preferable 
that quantities, etc , expected should not be advised to the 
Storekeeper in advance and the responsibihtv for checking 
invoices should rest with the Accounts Department and not 
with the Stores Department 
The Storekeeper will advise the Buying Office and Plan- 
ning Department of goods received daily The goods will be 
exammed by the Inspection Staff and complaints reported 
A daily Goods Received Sheet (with duphcates) or a 
separate Receiving Note for each item (with duphcates) 
is preferable to the use of bound iDooks, on account of the 
greater ease with which carbon copies of the entries can be 
made and circulated to departments concerned When 
books are used two sets will be required for use on alternate 
days 

The Buymg Office will check details against invoice 
mdicatmg whether the items are classed as Special Pui- 
chases or Stores Matenal and will insert correct ^Bm No 
and pnce , and then return the sheet to Stores Office for 
entry of debits of Stofes Matenal \o Stores Ledger, 

In the case of Purchases for particular contracts the 
Buymg Department will insert the number of the ]ob on 
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the invoice An extra copy of the Goods Received Sheet 
may be used to replace the entry of separate invoices in 
the Purchase Analysis, the Goods I^eceived Sheet^for this 
purpose being provided with a Cash Column and bound as 
part of the Purchases records The total of the sheets 
will then be earned into the Purchase Analysis Book 

Stores Ledgers 

Ihe detail work required to maintain a continual 
check upon the consumption of material may entail 
considerable clerical labour It is useful for the following 
reasons — 

(1) To control waste , 

(2) To safeguard against pilfenng , 

(3) To assist Buying Department by providing records 

of quantities used , ^ 

(4) To assist Stoies Department m maintaining the 
minimum stock prescribed , 

(5) To provide means of taking an inventory without 
closing down the works 

The Stores Ledger may take the form shown on page 
67, or a more elaborate ruling can be provided with detail 
for values, if desired 

The Stores Ledger should he under a separate control 
from the actual stores, as the Ledgers are for the purpose 
of a check upon the Storekeeper 

The best method to adopt with a view to saving 
duplication of records may be set out as follows — 

Ihe Stores Office should be adjacent to the mam stores, 
having an independent head responsible for the accurate 
posting of the Ledger entries , the Stores Ledgers being 
also readily available for reference by the Storekeeper 

The Stores Ledgers are most advantageously kept on 
the loose-leaf method and, if the entries are numerous 
mdsvidual items may be entered m quantities only, the 
prices being noted to each item on the reqmsitions and the 
calculations being extended with the use of the calculating 
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machine by the Stores Section of the Cost Office At the 
same time the extension of values m the Stores Ledgers 
IS an advantage as a check upon 

(1) »*The accuracy of the prices or calculations on the 
requisitions and 

(2) Omissions or maccuracies in the posting 

The Stores Ledger can then be balanced with a con- 
trollmg Stores Account in the financial books It is also 
possible in this event for the Stores Issues to be totalled 
(preferably by the adding machine) in the Stores Office 
before the Issue Notes are handed over to the Cost Depart- 
ment , then when the Cost Department have re-sorted 
and summanzed the Issue Notes according to the jobs 
concerned, the total for posting to the jobs can be obtained 
and agreed with the Stores total to ensure accuracy in the 
routine In order to reduce the amount of clerical york 
which IS entailed m the keeping of Stores Ledgers on this 
plan when there are many thousands of individual entries 
required, the use of Ledger posting machines is an 
advantage, enablmg the work to be done more speedily 

Where the Sorting and Tabulating Machines are in use 
the method adopted is to total the weekly issues on the 
Tabulator Sheet and post the total issues to each Stores 
Account As the entries will be already sorted into 
correct order the posting can be rapidly done 

A Lot No or Bin No 'Should be given to each article in 
stock The number then ensures that the correct item will 
be understood whenever it is referred to 

The numbers should be arranged according to code so 
that^the items indicated can be readily identified and an 
index will be maintained by the Stores Office and kept up 
to date 

The arrangements of the stocks in the Stores and of the 
accounts in the Stores Ledgers will follow the order of the 
Bin Nos 

An advantage from a complete Stores record of all 
purchases is found m having an index for future reference 
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containing details of all materials, parts, fittmgs, etc , that 
have been handled 

Bin Cards. 

If 

It IS a frequent practice for the Storekeeper to have a 
card attached to each lot of stores, indicating the amount 
in stock When further supplies arrive, the quantity 
received is noted in the Received ” column and, as the 
issues are taken from the bin, the quantity taken out is 
entered m the Issued column, and the third column 
will thus show the balance in stock This is frequently 
a useful plan if the Stores Ledgers are not available for 
reference by the Storekeeper, or are not entered up daily 
so as to be always up to date In some cases the bin cards 
are dispensed with as not serving a really useful purpose 
whej^ the Stores Ledgers are promptly wntten up day by day 

BIN CARD 

Article 


Bin No 


1 Received 

Issued 1 











Date 

Quantity 

1 I 

Date 

Qty 1 Bal 

! . - 

Date 

Qty 

Bal 

Date 

Qty 

1 

1 

Bal 


Index of pnces, includmg record of quotations as well as 
orders placed, should be kept m the Purchase Department 


Stores Issues 

Issues of stores are made only against Issue Notes or 
Stores Requisitions 

Reqinsitions are of various types and should be 
distmgmshed by use'^of vanous Coloured forms, e g — 

(1) Production Orders These are supphes of Direct 
material for the manufacture of 
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(a) Customers’ Orders , 

{b) Stock Orders for standard parts 

(2) Tools or Pattern Orders These are supplies of 
Direct Matenal chargeable to Tools Orders or Patterns 
Orders for Tools or Patterns, either for special jobs or for 
general 1 ools or Patterns Renewals or Stock 

(3) Replacement Material for Spoilt Work 
Direct Material for Productive Work but chargeable to 
“ Errors ” or '' Defective Work ” Account instead of being 
charged to the job on which it is used 

(4) Plant Maintenance Supplies of Material for 
Plant Repairs and Renewals chargeable to Expense 
Accounts 

(5) Consumable Stores Supplies of Indirect Material 

chargeable to Expense Accounts, e g Oils and Lubricants, 
Waste, Canteen and Ambulance supplies « 

The Planning Department, in conjunction with the 
Drawing Office, will issue, in respect of each Production 


WORKS ORDER 


Number of Order 


Date issued to works 


Date promised for delnery 


Pai^^iculars 


Drawing No 


Quantity 


Quality 


Finished Weight 


Office Advised 


Examined by 


Mat^al required 


Order, a full detailed Works Ordei»with drawings, com- 
plete instructions, and Matenal specifications Requisitions 
for such matenal may accompany the order or will be 
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written out by foremen's clerks, and material will be 
drawn from stores as required The Storekeeper will 
retain fhe requisition, obtaining on it the workman's 
signature for the material issued , and will also entef the 
date of issue against the items concerned on the Matenal 
specification, which should be presented to him at the same 
time 

In departments where work is of a repetition character, 
foremen wiU prepare their own requisitions for supphes 
to keep their machmes running 

Sundry stores for general consumption, eg oil and 
lubncant, will be requisitioned by the foremen 

Tools are issued against deposit of requisition or tally 
by the workman requuing them, who will be responsible 
for their safe return, when the requisition or tally will be 
surrendered in exchange 

Pricing Stores Requisitions. 

The Stores Ledger will record the purchase price of each 
item of goods received, the information being obtained 
from the Buymg Department entries upon the Goods 
Received Sheets These pnces should be the actual 
cost pnces delivered at works, any trade discounts beyig 
deducted and freight. Customs duty, carnage and similar 
charges added The Stores Requisitions wiU ordinanly 
be pnced at the cost price of the earliest purchase which 
remains unexhausted Where the stocks have been 
written down, the reduced price must be recorded on each 
Stores Ledger Account, and this wll be the figure for 
pricmg subsequent issues 

In cases where frequent purchases are made of the same 
articles, e g bolts and nuts, it may be impossible to keep 
accurate record of the issues made from each purchase, 
and where the pnces are varying the plan to be adopted is 
to average the cost pnce of the stock on hand at monthly 
mtervals and use the price so fixed as the value for the 
ensuing month 
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To find average cost pnce, the quantities at each price 
must be totalled, and thus the average cost of the whole 

quantity will be obtained 
c 

Transfers of Material from One Job to Another, 

The accuracy of Cost Accounts is very frequently upset 
because of the transfer of matenal from one ]ob to another, 
and difficulties anse where the practice is frequent As it 
IS not advisable to consider clencai difficulties when the 
question is really one of hastening forward the completion 
of an urgent order, cases will always arise where matenal 
is transferred from one job to another to oblige a customer 
who IS pressmg strongly for delivery 
In order to keep the costs correctly the details of the 
material or parts transferred and Jobs concerned should 
be recorded on a Material Transfer Note, which is hsRided 
in at the end of the day through the Stores Department 
to the Cost Office, and the item wiU then be transferred 
from one 30b to the other m the Cost Books 
Material Returned to Stores The Storekeeper 
will receive with aU surplus matenal returned to Stores a 
“ Stores Credit Note,'* which wiU be similar to a Stores 
Requisition but of a different colour These Stores 
Credit Notes will be passed through the Stores Ledger and 
to the Cost Office for credit to the job concerned and will 
be deducted from the total of Stores Issues m making up 
the penodical summary 

Stocktaking. 

V^here a satisfactory system of Stores Accounts is kept, 
the annual stocktaking can be dispensed with The 
Stores Accounts should then be under the supervision of 
the Accotmts Department, and the actual stock should be 
checked contmuously by an mdependent stocktaker, who 
will report daily to the Accounts Dep^ment the particular 
matenals he has counted or weighed and quantity found 
Any discrepancies will be inquired into 
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The adjustments m the case of deficits or suqilus stocks 
will involve — 

(1) Correction of Stores Ledger balance 
• (2) Debit (or credit) to Stores Adjustment Accoifnt m 
financial books 

(3) Credit (or debit) to Stores Account in financial books 

(4) Loss (or surplus) appealing in Monthly Expense 
Summary 

Such discrepancies may be caused by 

(1) Waste in measurmg out , 

(2) Deterioration of stock , 

(3) Wrong pncing of issue notes , 

(4) Omission or maccuracy m recording quantities 

Where the periodical checkmg of Stock is not earned 

out, a reconcihation of the Mateneds Account in the 
finaftcial books, with the mventory of the stores at Stock- 
taking time must be made, and differences due to any of 
the above causes may arise 

In other cases the precautions which are necessary at 
stocktakmg are to see that aU matenal is counted or 
weighed by two independent staffs, one counting or weighmg 
and the second checking the count and not merely copymg 
the figures on to the stock sheet , precautions bemg also 
taken that no stock is missed and none included twice 
The stock should be valued at cost or market price, which- 
ever IS the lower, and, m the event of material ha\nng 
fallen in price since it was purchased, the Stores Ledger 
records should be written down and the amount of the Joss 
charged to the Stock Depreciation Account 

In the case of stocks which are held on accouiit of 
appreciation in their value through storage, e g timber, an 
addition to cost is sometimes made for stocktaking purposes 
equivalent to the interest charges on outlay represented 

Return of Materitil Used. 

In some busmesses a weekly summary of Matenal Issued 
serves as a useful guide to the Purchasmg Department 
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In other cases a monthly m\ entor}/ of Stores is prepared 
and a forecast obtained of the following month's output 
programme and mateiial requirements These details 
then Show what material must be hastened for deliveiy 
within the period Minimum reserve stocks must of course 
be provided, and the buying policy must be based upon the 
anticipated requirements of a more extended penod 

Stock Appropriation 

To some extent it is found desirable in practice to keep 
Stock Appropriation Ledgers showing to the debit material 
or parts on order with outside firms or in the course of 
manufacture in own works, and to the credit the require- 
ments for orders actually in hand for customers or for stock 
The balance on each account then shows the quantities on 
order m excess of prospective requirements, and w of 
vital importance to the Planning or Production Depart- 
ment This method is useful only for cases where a 
mmimum stock cannot be fixed and relied upon to meet 
manufactunng needs from time to time For instance, a 
firm manufacturing machmery of numerous designs will 
require to ensure supplies of different sizes and vaneties 
of qjany different metals, fittings and other equipment to 
meet not a fixed mmimum of each but a supply of the actual 
quantities called for by the orders coming through It is 
the w^ork of the Appropriation Ledgers to ensure that this 
supply will be available when called for, and the Stock 
Ledgers in the stores office will still show merely the actual 
stocks on hand Where the method of Stock Appropria- 
tion *is resorted to it is preferable to have independent 
Appiopnation Ledgers for the purpose, rather than to 
endeavoui to combine this work with the Stores Ledgers, 
which incficate the actual stock of stores The Appropria- 
tion Ledgers will then be debited with available stock, 
which at stocktakmg timS consists of all material actually 
m stores and material on order , material called for by 
orders already in hand will be credited Orders placed for 
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further material are then debited to the account, and the 
matenal required for each order received, as shown by the 
specification which is issued to the stores for Buying 
Department purposes, should be credited , the Apprc^na- 
tion Ledger will then show material on order m excess of 
what IS called for by the orders in hand 

Component Stores. 

The General Stores which takes charge of all raw 
materials may be divided up into sections to suit the 
convenience of the different departments in the factory, 
but each should be under the control of the chief storekeeper, 
and the records should be kept m the stores office In 
addition to these stores there will probably be a Tool 
Stores and Components or Fimshed Stores 

Finished Stores, whether consisting of complete machines 
or components ready for assembly, should be under the 
care of the Progress Department who will keep record of the 
manufacture and disposal of finished stocks 
The Progress Department will prepare stock orders foi 
batches of standard parts, so that these can be manufactured 
in bulk according to the most economical manufactunng 
quantity of each 

The Progress Department will be supplied with copies 
of orders received and will appropriate against such orders 
the requisite standard parts as tlfey become available 
A minimum quantity of unappropriated parts of each 
type will be fixed and the stock orders for renewal will 
be issued as the available stock above the mmumum is 
appropnated ^ 

By thus controlling the manufacture of stock parts 
strictly in accordance with immediate requirements, the 
prompt execution of orders for finished ihachmes 
(practically from stock) can be assured and a safeguard is 
estabhshed agamst i^ie over-prdduction of some p^rts, 
which IS a nsk attending mass production systems 
The supphes for Components Stores and Fimshed Stores 

6 — ( 1765 ) 
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Will arise mainl} from completed work on Stock Orders 
When finished these articles will be delivered to the appro- 
priate stores, and a credit note for finished work will be 
issired and attached to the Works Order In a Cost 
Department the cost of the ]ob wall be obtained and 
charged to Stores Issues will then be made as required 
and charged out at the Works Cost price thus obtained 

Stock Turnover 

The rate of stock turnovei is indicated hy a comparison 
of the balance of Stores Account with the monthly with- 
drawals of stores, indicating how many times in a year the 
stock IS being renewed 
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MULTIPLE COSTS — EXPENSES 

Expenses. 

The charging of expenses fairly and equitably ovei work 
produced is the most difficult part of a Cost Accountant's 
duties It is impossible to determine actual expense in 
carrying out a given order for a customer, and the detailed 
application of sound principles m the distribution of total 
expenses is the only method that can be adopted 
When the output of a factory consists of articles of a 
uniform design, the amount of indirect expense attributable 
to each can be ascertained by dividing the total amount of 
expenses for a definite penod, say one month, by the 
numtj^r of articles produced , and if it is desired to obtain 
a comparison of the expenses with some other basic umt, as 
will be necessary if the completed article were only turned 
out at certam penods of the year — other seasons being 
devoted to the manufacture of parts — then the amount of 
wages m comparison with the expenses will be, in such a case, 
a rehable guide For example, a small engmeermg works 
manuf actunng a standardized cream separator can calculate 
the cost of each machme by dividing the total outlay over 
a peiiod by the number of machines turned out , or the 
ratio between the indirect expenses and the wages should 
be constant, provided efficient conditions are mamtained 
When a business havmg run on these hues adds a number 
of other products to its output, tummg out in addition to 
the cream separator a dozen or more other agricultural 
implements, the method ceases to be effective as a true 
indication of the share of the expense to be attributed 
to each article because of variations m the work fequired 
to be performed Further, there is no ready mdication in the 
accounts of the source«of each expense by which mcreJlses 
can be investigated and cut off if not remunerative It is 
for these reasons that cost accounts come into operation 

77 
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It must not be supposed, of course, that a low expense 
rate has any connection with efficient manufacture, because 
the expense rate is determined by the equipment provided, 
and therefore with expensive equipment there will bq a 
high expense rate , but, having ascertained the expense rate 
that should result in a particular factory from efficient man- 
agement, the aim should be to avoid exceeding such a rate 
Expenses which are associated with particular jobs, e g 
travelling expenses to and from site , royalties , must be 
charged directly to the job concerned 

Standing charges may be distinguished from incidental 
or fluctuating expenses on the ground that the latter 
continue in more constant ratio to output, whereas the 
former are not affected by output and will bear a lower 
proportion as output mcreases it is thus from one point 
of view profitable to accept orders which clear incidental 
expenses and show a margin towards standing charges only 

Glassification of Expenses 

Charges which are grouped under the heading of expense, 
also referred to as Works or Establishment Charges, 
Overhead Expehses, Oncost, or Burden are divided into 
(1) Works Expenses in which are included all 
items that are necessarily involved in the production 
of the finished article ready for sale This heading will 
consequently include sfich items as 
Indirect wages including 

(a) Foremen and their (/) Transportation wages , 
assistants , 

(Z?) Shop clerks , (g) Maintenance services , 

(c) Timekeepers , {h) Waiting time , 

{d) Storekeepers and {t) Labourers cleaning mach- 

^ stores labourers , me tools and shops , 

(e) Power House wages , (7) Watchmen 
^ent and rates of factory , if the premises are 
owned, interest on the amount of the outlay may 
replace rent 
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Power, whether from coal, gas or electricity 
Heating and Lighting 

Insurances — Fire, Compensation and National 
'^Sundry consumable stores — oil, waste, etc 
Repairs and renewals 
Depreciation 

Salaries of works managers and works clerical staff 
Experimental and research expenditure 
Works stationery 
Welfare, ambulance, etc 

Inspection This is an example of a charge which 
can often be more advantageously made a direct charge 
by specific bookings to individual jobs Where this 
is not practicable it will be a works expense Another 
charge of this type is the cost of tool-settmg, which 
ftiay be a direct charge if the work is specially done 
for each job , but if the nature of the work permits 
several similar jobs to be put through each time 
a machine is set the cost must be made a general 
one and charged in the Oncost Rate 
Cost of Overtime The extra payment made to employees 
for workmg overtime often does not fall upon the work 
which has necessitated the late hours, and for ihis 
reason and for comparison purposes between similar jobs, 
the chargmg of overtime on one and not on another 
occasions undesirable disparity To avoid this the 
cost of overtime may be regarded as an overhead 
expense chargeable to the department where the work is 
done, or if due to programme bemg m arrear, to depart- 
ment responsible for delay , if due to customers pre^mg 
for* dehvery, to the Cost Accoimt of the job , if due to 
general pressure of work in excess of capacity, tg general 
works expenses 

Waiting Time Time of worljmen while they are^inot 
actually at work should be booked as a separate expense 
charge This may arise through jobs not being ready, or 
matenal not bemg available, or cranes bemg employed, etc 
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If this expense is booked under a sepaiate expense number 
against the department where it is incurred, the^ cost of 
waitj^ng time can be traced and may be considerably reduced 
(2) Office or General Expenses Ihese are sub- 
divided under Administration Expenses relating to general 
business management, and Selling and Distribution 
Expenses incurred in order to dispose of the fimshed 
goods They are a trading and not a manufacturing charge 
Items of Admimsfratton Expe^ise include — 

General Management Salaries and Directors' Fees 

Office Salaries 

Stationery 

Postages and other expenses 

Rent, Rates and Insurance of Offices and depreciation 
of office furniture 

Selhng and DistnbuHon Expenses include — 

Salesmen's salanes and commissions 
Advertising and pnnting of catalogues and pnce lists 
Agencies and branch office expenses 
Carnage Carnage and cartage of raw material is 
pait of the cost price of the mateiial, and not an over- 
head expense , but, to simplify the pncmg of stores, 
■the cost of local carnage and cartage is often classed 
with General Works Expenses Carnage outwaids may 
be included with felling Expenses or treated as a 
specific dehvery charge on each product 
Discounts and Bad Debts Frequently, these two 
items aie not dealt with by means of oncost Discount is 
then an addition to the cost of each oidei ; and bad debts 
die treated as losses chargeable against trading profit 
Discounts or commissions receivable are a source of 
income^ usually treated as extraneous to manufacturing 
and tradmg operations, but for simplicity these are fre- 
quently deducted froni. admmistrg,tion expenses Trade 
discounts should be deducted from purchase mvoices 
The question of mterest is dealt with later See page 102 
The need for the division between works and office 
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expenses anses in the first place because the two sets of 
expenses are related to entirely different factors in the 
handling of the goods, the works expenses being incurred on 
ea«h article in proportion to the effort put out in its nfanu- 
facture, and the general expense being incurred on each 
article in proportion to the difficulty of marketing it , and 
m the second place the manufacturing expenses are a 
pioper charge to include m a valuation of work-m-progress, 
but the selling expenses can be charged only against sales 
of finished goods and the general management expense is 
usually similarly treated 

Expenses in Financial Accounts 

As already explained in the chapters deahng with 
materials and wages, the Cost Office should dissect the 
charges under those headings, so as to be able to obtain in 
the financial accounts as complete an analysis as possible of 
the expense incurred In order to facihtate this a series 
of standing oiders or factory expense ordeis should be 
prepared, each standing order defining a particular class of 
expense and having a senal number The workmen, in 
booking time and obtaimng stores, will then specify the 
standing order number covermg the expense item under 
which the matenal or wages falls, and the analysis m the 
Cost Office IS facihtated Thus, m respect of wages the 
time sheets or 30b cards of each man when chargeable to 
indirect expense will show — 

(1) Shop to which he is attached and man's number 

(2) Standing order number on which he is working 

(3) The department for which the work is bemg don^ 

For example, tool room mechanics repairing tools for 

No 15 department would book their time against number 
15/18, when 18 represents the standmg order number for 
tool repairs The figure 18 without a shop number would 
indicate that the repans are general and not for a specific 
shop Similarly, repairs to powei house plant done in 
25 shop would be booked to 10/14, 10 being the Powei 
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House Department and 14 the standing order number for 
repairs to plant Similarly with material, the storeheeper 
will insist before issue upon the identification m this'^manner 
of th^ use of all material demanded The expense standing 
order number then indicates the expense classification 
into which each item falls, and this is all that is required 
for accounts purposes The shop number w ill be wanted at 
a later stage, in order to identify the charges with the 
shops or depaitments to which they should be placed 

A periodical analysis of wages earned and stores issued 
is compiled by the Cost Department and on this basis the 
Accounts Office will journalize the transfers from Wages 
and Stores Accounts respectively At similar periods an 
expense summary should be taken out from the financial 
accounts which serves to focus the indirect charges and 
should be used — 

(1) For criticism of current expenses m comparison 
with a standard schedule laid down in advance 

(2) For comparison month by month with previous 
summaries 

(3) For the purpose of secunng control over the expense 
charges in detail by the allocation of each charge over the 
works departments responsible for incurring it , a com- 
parison being made from time to time of such departmental 
charges 

A useful comparison ifiay be made week by week from the 
wages dissection of the ratio of direct or productive wages 
to total wages, but as the indirect wages do not embiace, 
by any means, the whole of the running expense, this 
comparison does not entirely cover the field 

In place of numencal standing order numbers a senes 
of symbols is sometimes used, e g. B R for Building 
Repairs'^ P R for Plant Repairs, and so on 

Periodical Compariarons. 

In the preparation of periodical expense summanes on 
these lines, the question presents itself of the penod to be 
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adopted for the purpose Seeing that wages are necessarily 
dissected in weekly periods, whereas purchases, salaries 
and trading results are most conveniently dealt with in 
montlily periods, the practice is often used of haviifg two 
four-week months and a five-week month to each quarter 
This has the advantage that none of the periods is 
sufficiently far away from the calendar month to distuib 
the monthly charges, but the mam purpose of the expense 
comparison is destroyed because of the recurring five- 
week wages periods The logical method appeals to be to 


monthly expense summary-works expenses 
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MONTHLY EXPENSE SUMMARY-GENERAL EXPENSES 
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adopt a four-week month all the year round with 13 periods 
to the year and this arrangement gives excellent results 

The above example of a montlily expense summary 
indicates a useful method of tabulating charges The 
source of each expense in the books as indicated and serves 
as a check upon the figures brought into account and a 
useful indication of the type of the expense, e g in connec- 
tion with xepairs, the amount of purchases, stores mateiial 
used, and wages incurred should be shown against each item 
The fifth column will comprise special journal entries, trans- 
fers fiom suspense accounts and other exceptional charges 

Dep22rtmental Analysis of Works Expenses. 

Assuming the total expenses of the month to be tabulated 
in this manner, the next step is to allocate the works 
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expenses over the departments, because, accordmg to the 
information which can be obtained of the expense of run- 
ning tte different departments and the actual work which 
necessitates the expense, the system of oncost to b^ used 
for chaiging up expense to the work done will have to be 
determined 

The nature of the work earned on will determine the 
division into departments The natural division of a 
works into separate workshops may not be sufficient for 
this purpose because more than one kind of work may be 
cairied on m each shop, and there should be a separate 
department for each distinct class of work or process The 
followmg would be some of the typical departments in an 
engmeenng works — 

Pattern Shop, 

•Foundry, 

Heavy Machine Shops — which may be divided into 
Planing, Bonng, Turning, etc 
Light Machine Shops — similarly divided, 

Tool Shop, 

Erectmg Shop, 

Test Depaitment, 

Paint Shop 

The above would be operatmg departments charging up 
labour to the work undertaken, and the total amount of 
expense must ultimately be placed upon these shops and, 
by means of oncost rates, upon the work which they do 

In addition to these operating departments the non- 
productive or general service departments may include — 
Power House, 

Transport, 

Stores, 

Building Service, 

Hydrauhe Power Seiwice, 

Compressed Air Service, 

Welfare, 

Management, and others 
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Allocation of Works Expenses 

In order to obtain a basis for dividing the charges in 
the financial accounts it will be necessary to obtain 
statisfical data according to the incidence of each expense 
A schedule setting out a natural method of division and 
a numbei of typical expenses is shown below, and in 
the prepaiation of such a schedule care must be taken that 
the original data are correct The basis in the case of 
heating, lighting, and building service wall be a more or 

EXAMPLKS or SCALES FOR ALLOCATION OF WORKS EXPENSES 


NOT DIRECTLY BOOKED TO SPECIFIC DEPARTMENTS 
I Dep-irtments 
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; I I i 

Hydraulic Power , t i 1 1 ^ 

Compressed Air ,, [ ‘ ! 

Building Service i 1 

Including Rent, ) Area or 
Rates, Fire In }■ Capacity of ; 

sur*mce,Re \ Buildings 

pans, etc ' | 

J Stores Service 

i 

^Transport Servius ' 

Total 

Office Wages m I i 

Operating * t 

Mmagement Depaitments j * 

Wclf ire ' 

Health and Unera ) Actual 
plojnSeotlnb ] 

Compensation Ins „ j | ( 

Depreciation jfcnd Value of I I j | j 

Fixe Insurance Plant i I * I III 

less permanent division aj^d a perceiiiage of the monthly 
total m accordance with the fixed scale will be charged to 
each department Where the basis of allocation is the 

^ Sefi Note upon Warehousing Oncost Rate (p 102) 
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actual consumption, the records (or estimates if no actual 
records are available) should be obtained at frequent 
intervals Where the allocation is based upon swages, 
the aptual wages of the period in question must be used , 
and in connection with depreciation the machinery and 
plant schedules for each department should be frequently 
revised There will often be special circumstances modi- 
fying a strict adherence to general rules, which are, of 
necessity, only an approximation to the true position 
e g in the case of stores service, a department having a 
departmental store of its own and carrying the whole of 
that expense might fairly be relieved of part of its share 
of the general stores service Similarly, the cost of works 
management salaries may not be a fair chaige on all depart- 
ments on a wages basis, as when one department requires 
skilled technical advisers and another is of a diff^ent 
nature and can be run with slight supervision, an 
adjustment of the wages scale may fairly be called for 

When the basic scales have been prepared the first 
step IS to separate those departments which may be 
termed General Services as distinct from Operating Shops, 
and extract the allocation of expenses to be made to them 

This will entail not only the mergmg of some of the 
expense items entirely in the General Services, but the 
adjustment of the charges to be made by one General 
Service to another, each department having still to be 
regarded as bearing a fair share of each expense m which 
it benefits, and various chaiges accrue to the General 
Services m addition to the direct payments shown in the 
financial accounts, e g Stores Department will be charged 
with loot only the storekeepers' wages, but with a share oi 
the rent and rates, etc (coming under the head of Building 
Service aiojig with Bmldmg Repairs, Fire Insurance, 
watchmen, and other allied expenses), also with Light and 
Heat,* Repairs, and any ^ther charge incurred for it by 
another department 

The Expense Charges will thus be grouped as directly 
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chargeable to specific shops or chargeable to certain 
General Services \\hich are to be allocated according to the 
scales already drawn up 

The next step, after arriving at the amount of tfie 
General Services charges, is to distribute these as shown on 
the second schedule over the operating shops, along with 
the diiectly booked expenses as indicated by the shop 
numbers affixed to the standing order numbers on the 
time sheets and material requisitions which have come 
from the shops By this means each of the operating 
departments is burdened with a fair shaie of the whole of 
the factory running expense 


Tool Department 


In the Tool Department of an engineering works Direct 
Labour and Material are used upon the manufactwe of 
tools entirely for certain jobs , to that extent the expendi- 
ture, along with appropriate oncost, is a specific charge to 
the jobs Other tools will be Department Expenses and 
so reqmre to be included m the Tools Expenses charged 
to other shops The Tool Department will thus show 
the foUowmg position — 


Dr 


TOOL DEPT NO 3 


To Die^ct Wages £C?0 

,, Direct Mate ml 500 

„ Wages — Other Shops Repairs 35 

, Material— do 315 

„ Expense Allocation _ 310 


Production Orders — 
Tools for Specific Jobs 
,, Shops Tools Repairs — 
No 2 Shop — 

Wages 

Materials 

Expense 


No 5 Shop 
No 6 Shop 


Cr 

£660 


£ 1 ^ 

125 

30 


170 

105 

145 


£1,280 


£1,280 


r 

The Direct Wages and Materials represent outlay on 
Production Orders for specific jobs , the Expense Allocation 
IS the aifiount of Tool Department running charges The 
tools made for specific orders must be costed at Direct 
Matenal, plus wages, jflus oncost,® and charged to the 
respective jobs The work done for the other shops will 
be costed on the same Imes In the Schedule, page 89, 
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this IS illustrated m the adjustment on the last line of 
the allocation, where the Tool Department No 3 credited 
with £70 and other departments are respectively debited 
in Respect of the oncost on the Repairs executed the 
Tool Shop for the other three shops In this table the 
Other Shops Repairs ” are shown m the columns of the 
department for which the repairs were executed The 
oncost charged to departments 2, 5, and 6 is therefore 
an addition to the amount of repairs in these three depart- 
ments, and the amount of £70 is a deduction from the 
various running expenses incurred in Department 3 This 
leaves a balance m Department 3 of running expenses to 
be charged upon the Production Orders , so that as the 
wages of these Production Orders have totalled £120, 
there is an oncost rate of 200 per cent applicable In 
arrivnig at this Oncost rate, the wages on Production 
Orders plus the wages of Other Shops Repairs Orders must 
be added together and divided into the total Expense 
Allocation 

The treatment of the expenses m tabular form saves 
the necessity for writing up book-keepmg accounts for 
each shop and serves exactly the same purpose 
It will be found that the departmental plan may be 
apphed m fixing an oncost rate for workmen engaged upon 
outside repair work or erection of plant A low rate of 
oncost will be applicable , for internal woiks expenses will 
not fall on to their operations at all but only such items as 
supervision, works office, works management 
At the foot of the distnbution schedule is shown the 
amount of direct wages in each department for the s%me 
period and the number of hours comprised m these wages 

Departmental Oncost Allocation in the Financial 
Accounts 

This allocation of works expenses to the departments 
may be carried mto a special section of the Nominal 
Ledger by creditmg Factory Expense Allocation Account 


7— (1765) 
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and debiting Department Accounlb ioi eacli shop m respect 
of the allocatiuub made liie niodei on page 104 is a useful 
form of ledgei account to adopt foi tins pm pose • 

Ttie amount of oncost chaigeable to Woik-in-Piogjess 
Account will then be ci edited to such Department 
Accounts Tins u ill ha\ e the effect of showing the position 
of each departmental oncost rate m the financial accounts 
An alternative plan, which has many advantages, is to 
maintain in the financial accounts the anangement of 
expenses shown in the penodical expense summary, so 
that at the end of the year the total expense under each 
head is obtained The dissection, month by month, of 
these expenses o\ei the depaitmeiits is lecoided as a 
statistical matter m the Cost Office by means of expense 
schedules similai to those repioduccd, and at the end of 
the year the total amuimt of expense on each depaftment 
IS obtained Ihe giand total of tins uill, of couise, agree 
with the gland total of the expenses showm in the expense 
summaiies, and by this means the same result is obtained as 
wull be pioduced if the monthly allocation to departments 
were journalized but without quite so much complication 

Charging Works Expenses to Jobs. 

'file problem that presents itself now is to determine 
the best method of ascertaining the proportion of works 
expenses chaigeable t<3 each job, so that the charges shall 
bear a close relation to the cost of the work peiformed m 
each case The following methods must be examined— 
Oncost Methods — 

Flat Rate as Percentage of Dncct Wages 
„ „ pel hour of Duect Wages 

Separate Rates for Machine 

,, ,, „ Fitting * Labour 

M Hand 

Warehousing Rate on Matenal 
Departmental Rates per hour of Direct Wages 

„ ,, as Percentage of Direct Wages. 
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Machine Rates per houi of Direct 
Wages 

Machine Rates as % of Diiect 
Wages 


Combining 

General 

Rate 


Machine Rate per hour of Machine Time in conjunction 
with a General Works Rate on Direct Wages 


Rates of Oncost — 

It will be observed that the model, (p 89) gives an 
average rate of — ► 

o ) on Direct Wages 

or 3s 4d per hour ) 


and Department Rates ranging between — 
315% 

and 128% on Departmental 

or 6s 8d per hour Direct Wages 

and 2s per hour 


(1) Percentage on Wages One very general method of 
charging factory expenses is by a percentage on the amount 
of direct wages charged to each job This has the advan- 
tage of simplicity, but in most cases it is entirely unsound 
because — 

(a) No adjustment is made for the equipment used by 
different workpeople, as, for example, where m one depart- 
ment a mechantc is using an expensive tool to shape a 
heavy casting and in another department hand labour is 
employed on light work 

In view of the fact that m an engineering works, for 
example, different types of machmery wiU incur different 
amounts of expense m the various departments in the 
course of manufacture, xt becomes important to know upon 
which machmes the greatest expense is being incurred 
Where a flat rate is used any two machines upon which a 
given number of hours or a given amount of wages has been 
expended, will be charged with the same amount of Oncost 
or Works Expenses, whether the work has been done 
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mainly in an expensive department or in one in which there 
IS very httle machinery and equipment 

(6) Even if the whole of the operations were of the same 
type, the expense would not necessarily vary acc(3tding 
to the wages paid, because the wages of one employee and 
another naturally vary for the same amount of work, so 
that a fiat rate of expense as a percentage of direct wages 
can be correct only if the work is entirely standard and the 
wages at uniform rates Where this is the case the under- 
charge of expense in the heavy shops is balanced by the 
overcharge in the light shops as the work goes through 
As it very rarely happens that the same proportion of time 
IS spent in each department on every product, so the 
resulting oncost is bound to be incorrect m the majority 
of cases The amount of inaccuracy in the costs may 
indeSd be sufiiciently substantial to more than counter- 
balance the amount of profit obtainable on some of the 
articles manufactured, and, in effect, although a flat rate of 
oncost may be showing an apparently satisfactory profit 
on all goods, the correct adjustment of the oncost would 
show that without certain particular hnes the trading 
result as a whole would be considerably improved 

(2) Dtrect Labour Hour Method It is consequently 
preferable to obtam the number of hours of direct labour 
on each job by totalling the tune recorded on the time 
sheets m making up the wages abstracts; and, by dividing 
the total direct labour- hours mto the factory expenses, a 
charge on an hourly basis is obtained and Woiks Expenses 
at this rate can be placed to each cost account for the number 
of hours worked by the men on it This is more correct 
than a percentage of wages, because the factory expense 
corresponds more closely with the number of hou^p worked 
than with the amount of wages paid, and the irregularity 
of oncost caused by ^unequal ratps of pay is elimmated , 
but a fiat rate on this prmciple still takes no account of the 
equipment used The result of the flat expense rate, 
whether as a percentage or a rate per hour, is to overcharge 
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the jobs which are done by hand laboux or with light 
machinery and to undercharge those on which^ heavy 
machines aie u'^ed 

t; 

(3) Raks on Classes of Labour A simple plan to avofd 
this result to some extent is to fix (a) a general rate for 
hand labour based on works expenses without consideimg 
expenses aitiibutable to machines, {h) a higher rate for 
fitting shops allowing foi the cost of tools, etc , and (r) 
a heavier rate foi machine shops Where theie is no 
great diversity m the types of machines this plan is satis- 
factory, and it may be applied m the form of percentages 
on wages, or rates pei houi , the percentages plan being an 
approximation from the rate per hour to endeavour to 
obtain the same result without the elaboiation required 
to record the horns woiked 

In extensive works a more elaborate plan is necessaiy 
An engmeenng works may be equipped with heavy mat hine 
tools, requinng considerable space to operate, repairs, 
power, and othei running expenses in proportion , as well 
as other shops where the work may be entirely hand labour 
engaged upon light metal articles , and with many grades 
of machme shops between these two extremes 

An^ example may be quoted, giving illustration of 
total cost wheie different classes of labour are employed 
on the same work 



Rate 

per 

Hour 

Time 

per 

Piece 

Wai^e 

Cost 

Expense J 
at ] 
200% 

Total 

Cost 

Expense 

5s hr 

Total 

Cost 


s d 


s d 

s d 

s d 

s d 

$ d 

SkiUod 

2 - 

2 hes 

4 - 

8 - 

12 - 

10 - 

14 - 

Semi stalled 

1 4 


3 8 

7 4 

U - 

13 9 

17 5 

Learner 

8 


3 4 

_ 

G 8 

10 - 

25 - 

28 4 


The items shown m the comparison (p 93) are repiesenta- 
tive orders, and under each method the total expense 
charged comes to approximately the^same amount , but 
owmg to the different systems of apportionment, serious 
differences anse 

Order No 1 shows an expense charge of £120 on the 
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General Percentage basis , on the General Hour basis, 
^102 12s 4d , conected on the Departmental basis to £134 

Order No 2, on the General Expense basis, has an 
expense cost of £ 72-£76 , corrected on the Departn:^ntal 
basis to £ 51-£53 

Older No 3 has a reduced cost also on the Departmental 
plan — £176 on the hour method against £181 

Departmental Rates 

It IS frequently found sufficiently accurate for piactical 
purposes to group the operations of a factory into depart- 
ments, each department comprising a group of similar 
machines, or a single machine, or a set of operations For 
each such department a separate oncost rate must be fixed, 
either as a rate per hour of operation of the different 
machines, or a percentage upon the wages incurred For 
the sake of simplicity in the Cost Accounts the percentage 
method is frequently adopted, but this has the disadvantage 
that the oncost charge will fluctuate with the rate of wages 
paid, whereas it should be affected only by the number of 
hours worked, eg m the case of two men operating 
similar machines, one earning a high rate of bonus as a 
piece worker, and the other not being so skilful, the amount 
of oncost charged in respect of the two machines should 
be the same foi the hours worked, but in the case of the 
piece worker earning a heavy borihs if the percentage rate 
IS used a heavier oncosC charge will be obtained 

A Department for this purpose will consist of a shop 
where a specific process or variel}?^ of work is carried on , 
or a group of similar machines — foinnng part of a machine 
shop containing several such departments ” The essential 
plan IS that each separate kind of woik must form a depart- 
ment to itself The works expenses are then ^allocated 
to the departments, and a rate is fixed for each department 
based on the duect of productive wages paid m it, either as 
a percentage or a rate per hour Within each depart- 
ment an average rate of working is obtained so that 
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approximately normal lesults of working are constantly 
secured 

The features of the departmental oncost system are — 

(1) ^ Department rates of oncost 

(2) Allocation of Works Expense to the departments — 
either monthly or yearly 

(3) Comparison of Department Expenses with oncost 
recovered and consequent revision of oncost rates 

It IS advisable that a monthly allocation should be made 
of the works charges so that the expense being incurred 
by each department can be ascertained and controlled 
A schedule or budget should be prepared m advance , 
and comparisons should be made against this standard as 
well as against the amount of oncost chargeable on the work 
done m the shop Alterations of oncost rates should be 
made only at longer intervals — sometimes yearly — to obtam 
permanence wherever possible and to a\oid changes in 
estimating for contracts 

Machine Rates. 

A further development in the accurate recording of 
working cost is to endeavour to ascertain the expense of 
running each machine, m order to be able to charge the 
work "done on the machines with the actual expense due 
to such work being performed The first step is to ascer- 
tain the correct departmental rates and these must be 
subdivided in turn Instead of treating each machine 
separately, which might result m an excessive number of 
almost similar rates, it is usually preferable to treat them in 
groups and fix a rate for each group The machine rate 
may be arranged to mclude the whole of the works expense 
upon the basis of the number of hours the machine will 
work, or it may be arranged m conjunction with a general 
works rate which provides for the general expense of the 
factory, and the machine rate will then cover only the 
expense directly associated with the machine The latter 
method has the advantage, perhaps, of obtaming the 
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closest degree of approximation that can be expected to 
the actual expenses incurred on each 30b, but this plan, 
while apparently sound, has the following weak points — 
-{a) It IS impracticable to allocate with accuracy the 
works expenses over all the machmes separately, on account 
of the irregularity in running time 

(6) Even if the above allocation is attempted it is 
impossible to estimate the time that each machine will 
run during any future period 

(c) In consequence no correspondence between expense 
of running and oncost earned by each machine can be 
maintained 

{d) From the point of view of application m practice the 
use of a multiplicity of rates leads to inaccuracy in costing 
The particular items of shop expenses which are covered 
by-- 

{a) Productive hour rate applicable to all wages, 

(b) Machine hour rate applicable only to machine time, 
may vary in different cases, but the general principle to 
be woiked upon is to include in the machine rate all those 
expenses which aie necessarily associated with the pro- 
vision of the machines and to base upon the productive 
hour rate all those general charges winch w^ould remain 
if the machines were discarded 

Unless these charges are very carefully handled, and the 
detail work in connection w ith *the compilation of the 
oncost records is accurately carried out, the results are 
apt to be more maccurate than is likely to arise with 
departmental systems This is a serious drawback in 
practice and on this account the method has Jieen 
frequently found unsatisfactory 
For the fixing of machine rates more detailed analysis 
of the works expenses 1^ required, in fact, each department 
must be spht up so as to obtam an^ allocation of its expenses 
over the machmes, li eating each machine m ail respects 
as the departments were treated in dividing up the total 
works expenses In this way individual expense charges 
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are obtained foi each machine and, allowing foi the 
aveiage running hours, an hoiui^ rate can be fixed 

The items needed are — 

(1) ^Building Service Expense for space occupied with 
cost of heating and lighting 

(2) Power 

(3) Repaiis and sundry supplies including tools, oil, 
etc 

(4) Charge for Capital Outlay consisting of depreciation 
and interest on outlay 

In determining the first, legard must be had to the 
space occupied by the machine and its surroundings 

The second and third im11 be ascertained from the records 
of power, etc , consumed and the leqiurements and lunning 
hours of machines in the shop 

The fourth will be ariived at in detail in every case in 
accordance with amount to be written off tlie particular 


EXAMPLE OF MACHINE RATE 
CoMPARisov or Cost of Production on Two Machines 



Machine “ A ** 

Cost per 
annum 

Machine “ B ” 

Cost per 
annum 

Rental Cost 

Floor space occupied I 
say 400 ft at Is | 

£20 

say 300 ft at Is 

£15 

Power 

50 weeks of 48 hours, 
less 15% idle time, 
estimate 

£^00 

Estimate 

£50 

Repsirs 

Estimated to aveftige 

£50 

Estimate 

£10 

Capital Outhy 

Cost £1,000 

5% Intcrtst 

£50 

^Cost, £500 

£25 


18% Depreciation to 
reduce vilue to 
£100 in 5 ^eirs 

£iao 

6% Depreciation to 

1 rfdiice value to 
£200 HI 10 years 

£30 

Works Rate 

Is per hour 

£102 

Is per hour | 

£102 


Coiat per annum 

£802 

Co^t per annum 

£232 


Cost per running 
hour (2,040 hrs per 
annum) 

£29S 

Cost per running hr 

£113 


or 

70 7d 

or 

27 17d 


Wage cost per hour, 
say 

37 d 

Wage cost per hour 

24 d 


i-' 

107 7d 

• 

51 17d 


Capacity, or Output lu units oi standard 

work 30 units Output 10 units 

Coat per unit 3 59d Cost per unit 5 117d 
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machine, and may be varied from time to time, especially 
if additions are made 

General Works Rate may be included m the machine 
rate, or it may be necessary to divide this charge between 
machine labour and hand labour when both are at work 
in the same shop 

From this it ^vlll be seen that Machine A ” will produce 
more cheaply than Machine B,'" assuming that it can be 
kept occupied so as to attain the benefit from its extra 
capacity 

In a shop having already a shop rate, where it is 
desued to fix a rate specially for one machine or group of 
machines, a plan readily adopted is to eliminate the 
items (2), (3) and (4) above from the shop rate, and 
add the exact amounts applicable to the machines in each 
case * 

In some works it is preferred to use the machme rate for 
machine charges only, m addition to a general works rate 
applicable to all duect labour on a percentage basis , and 
the apphcation of the example given (A) would then be a 
machine rate of 4s 6d per hour for the number of hours 
of the machine time, which would be separately recorded 
on the ]ob notes of the men workmg it, together with an 
oncost rate on duect wages of say 50 per cent 

In the event of a departmental plan being adopted 
the amount of oncost in each departmeni? will be obtamed 
from the duect wages isach week as soon as the wages 
analysis is complete, and this amount compared month 
by month with the allocation of expenses will indicate 
whether each department is meeting its shaie of the burden 

The value of the Departmental Expense Allocation 
method still remains in a machme rate system, hec^use the 
department oncost (whether wholly on wages or hours, 
or partly on wages and partly ou machme time) m each 
department will show whether the rates are adequate 
or if any department is failing to earn Ihe charges 
upon it 
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Warehousing Oncost 

A difficult point aiises m the correct allocation of charges 
incidental to the buying of material, handling and trans- 
portation of same to the operating departments All 
these charges may be dealt with under the heading of 
Stores and Transport Services, and the plan sometimes 
adopted is to allocate stores service charges to the jobs 
on the basis of material used It cannot be said, however, 
that the expense incurred on different materials will vary 
directly with their value or their weight, and on this 
account the plan is frequently preferred of merging the 
stores charges in the general works oncost Approximately, 
however, the correct stores service charges can be obtained 
as a percentage on the value or rate per cwt of materials, 
if the materials are grouped m a series of classes, and a 
separate warehousing rate fixed for each class It*then 
becomes important to observe that the amount of ware- 
housing rate charged to the jobs on this basis will suffice 
to cover the stores expenses referred to 

Interest, 

There are many divergent views among cost accountants 
as to the method of treating interest in obtaining correct 
costs ^'of production It is argued that interest is profit 
and should be disregarded entirely in arriving at the costs , 
and m businesses where there is little expensive plant, 
and departmental rates or machine* rates are not required, 
this may be the simplest course to take , and this practice 
IS usual and has the advantage of bnngmg out the costs 
upoij a basis clear of standing interest and dividend charges 
which from a costing point of view are closely allied At 
the same time a sound objection can be urged in cases 
where machine rating is used, because the comparative 
cost of operating two m^ichmes is not correctly obtained 
unless the cost of the capital locked up m each is taken into 
account In concerns where large sums are laid out m 
equipment, and especially where the results of operation of 
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diffeient plants m the factories are to be compared, it is 
obvious that the cost of providing the equipment should 
be takeli into account in making the comparisons and 
filling the differential rates From this point of vi#w it 
must be borne in mind that the accountant is concerned 

SCHEME FOR CALCULATION OF INTEREST FOR DEPARTMENTAL 
ALLOCATION 


Buildings 

Total 

Amount attributable to each Department or 
Percentage of Total Area used by each 
Department 

i 

Value of Outlay 
Interest at Market 
Rate, per cent 

£ 

£ 

Shop A 

Shop B 

Shop C 

Shop D 

Office 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

Plant & Machinery 


Val 

ue of equip 

ment m ea.< 

ch departri] 

eat 

Value fd Outlay 

Interest at Market 
Rate, per cent 

£ 

£ 

i £ 

£ 

t 

£ 

£ 

£ 

£ 

f- 

£ I 

£ 

Total Interest on 
Buildings and 
Plant for mdud 
mg m Works 
Expenses 

Ditto — Office Ex 
penses 

£ 

£ 

1 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 


DISTRIBUTION OF INTEREST IN RESPECT OF STOCKS ON HAND AND 
ON CONSIGNMENT AND OUTSTANDING BOOK DEBTS * 



Interest at Market 
Rate for inclusion in 
Office Expenses, say, 

percent i £ 


I £ i 


£ 
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with interest on money laid out, charged at a fair market 
rate upon the amount of the permanent outlay in the 
shops and departments, and it is immaterial wh^^ther the 
business has to provide interest on debentures, mortgages, 
loans, or in any othei form whatever 

Where it is found desirable to take this circumstance 
into account, as particularly arises in the case of a company 
operating a number of factories, the charges may usefully 
be arranged under two heads — 

(1) Rent — covering an equitable charge for the use of 
buildings which are owned 

(2) Interest on Plant — covering a market rate of 
interest on outlay which will be allocated over departments 
and machines 

factory expense allocation account 



Jan 

Feb 

Mar 

Apr 

—9 

etc 

To Foremen 
„ Storekeepers 
etc 

, Inspection 
„ In^rect Matenal 
„ Power 
„ Heating 
„ Gas 
„ Water 
„ Repairs 
„ Rent and Rates 
etc , etc. 

500 

150 

250 

125 

320 

120 

55 

20 

750 

400 





** 

£5,675 





By Shop No 1 Exp Allocation 

If If If 3 „ 

It If ff ^ If 

ft n 0 If 

etc., etc. 

254 
* 1,194 
240 
713 
502 

r 





£5,675 






4 Monthly Standard may be fixed for each expense item and each shop, and 
shown in a separate column of this schedule 


The amounts to be chaiged under these heads should 
be mcluded in the monthly expense summary and will 
form a credit to Interest Account against Standing Interest 
Charges 

An alternative method is the pioportionate reduction 
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of all rates equal to the amount of the interest included in 
fixing them 

In thpis connection it should, hovvevei, be noted that for 
the pm pose of valuation of work-in-progress the interest 
included in the oncost rates cannot fairly be capitahzed 
and must therefore be wntten back by making a reserve 
for the estimated amount 

The same proceduie will naturally be required wheie the 
works expenses in any period have amounted to less than 
the total of oncost charged to the Cost Accounts 

PArrERNS, Tools, etc , are dealt with m Chapter XI, 
page 122 

Works Expenses should be charged on (1) Sales Orders 
and Sales Repair Orders , (2) Stock Oiders for parts, etc , 
for stores , (3) Plant extensions and Capital Expenditure 
(except when small m amount) , but not on Works 
Repair Orders, Tools, or similar jobs which are themselves 
expenses (Except as explamed on page 121 ) 

An example of a Statistical Department Expense 
Account would appear as follows — 


No 9 SHOP EXPENSE ACCOUNT 







£ 

Jan 31 

To Total Sundry Expenses, 

£ 1 

Jan 31 

I By Machine Hours (say) — 

1 chargeable to Shop, m 

i eluding General Works 

Rate 

j 

9S7 


1 2,200 @ 5/- ^550 

1 400 @ 7/- *40 

S00@ 10/- 150 

„ Shop Rate on Hand 
Labour, say, 380 
•Hours @ 3/- 

840 






i 57 





„ Balance equal to 6d 






per hour chargeable 
on 3,280 Wage Hours 
or transferable to 

1 

1 

! 




Oncost Ad]ustment 
Account 

90 



£987 


• 

£987 


The balance of this account arises either through — 

(1) The shop expenses having exceeded the estimated 
amount or 

(2) Idle time reducmg the number of opeiatmg hours 
In the first case it may be necessary to increase the 
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rates , in the second case regard must be had to the 
probability of improvement 

The oncost balances resulting vhen making Tip final 
accopnts for an annual Balance Sheet should be transferred 

r> 

to the Manufactuimg Account, as they reveal a profit or 
loss as the case may be If an oncost reserve is desired 
a credit balance may be carried forward for this purpose 

Idle Time 

The cost of idle time will thus be represented by the 
unrecovered oncost, eg a department havmg 200 idle 
hours with an oncost rate of 2s an houi will incur idle time 
e\pense of £20 , small savings m respect of power, etc , 
Will reduce this to some extent 

During periods of depression, expenses of idle depart- 
ments and imabsorbed expenses of departments through 
low output should be charged against trading, being 
distinguished from manufacturing costs 

In addition to revealing the amount of the shop charges 
not absorbed by the machines, the totals of machme time 
also serve for the record of idle machine time, whether 
caused by slaclcness of trade or machines being out of 
repair 

MACHINE R \TE 

^articularia of Machine 
-ocation 


Estiixn'^d Life Depreention Rate 

Additional Outlay 

Weemy Running Eviy ^ 


Date 

ascer- 

tained 

Power 

Repairs 

Oil 

Deprecn 
tion and 
Interest 

Rent'll 
Ch uge 

Total 

M icliuio 
Cost 

Aver ige 
Hours 
Worked 

Rate 

per 

Hour 

Wage 

Cost 






1 

1 

1 

! 





The Idle Time record s necessary m judging the cost of 
one machine or method against another and maybe usefully 
compiled as a percentage on the total running hours 
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The recoid below may be enteied weekly, time 
worked should be entered in black, and time at rest in red, 
so that the total for any particular machine over a penod 
can be readily ascertained , also the relation of idle#time 
to lime worked can be seen at once, and the amount of 
possible income represented by the idle time charged up 
at the correct rate for each machine is obtained 
In certain cases an exceptional treatment of machine 
records may be requued in order not to load particular 


MACHINE TIME 


No of each 
Machine and 
Cm rent late 

1 

2 

3/- 

3 

2/6 

4 

10/- 

5 

Week Ending 

j 

i 

• 



Hours at Woik 

Hours at Rest 

Week Ending 

..... i 

Hours at Work 

Hours at Rest 


Idle Time Reports — ^The record of idle machine time should 
state the specific reason why the machines are not at work This 
information can then be used by the progress office with a#view 
to obtaimng a division of work so as to reheve congestion m 
another part of the factory 

work excessively A machine may be infuse only a fraction 
of working hours but may be essential in order to carry 
out other important •contracts , the cost of the machine 
IS thus incurred for the benefit of the plant as a whole and 
the general rate must bear part of its cost In effect 

8— (17S5) 
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a rate will be fixed foi such a machine on the basis of what 
it would cost if run a fair piopoition of its time, and the 
fact that the machine is not actually earning Its charge 
at this rate will he made up by a change on the general 
works late 

Where a “ standby '' machine is lequired in order to 
ensure continuous production if the workmg machine 
should fail, the costs of both machines must be included in 
the machine late of the woiking machine so that the whole 
expense will be absorbed in the number of hours working 

An exception may arise to the charging of expenses to 
work performed, where trade runs m busy and slack 
seasons Heie it w^ould not be practicable to charge the 
whole of the cm rent expense at the slack time An 
average rate must be fixed wdiich will be sufficient it 
spread over the whole yeai , and m the busy season care 
must be taken that the expense for the whole year is then 
actually made good 

Defective Charges. 

The cost of making good defective work or the loss 
arising in consequence deserves special attention, and in 
some busmesses forms a very important factor m the 
manufaclming results Defective charges are therefore 
to be subdivided under suitable headings 

(1) Defects m matefial which may again be subdivided 

m suitable cases ^ 

(2) Defects of workmanship — subdivided if necessary 

(3) Defects m design 

Under these headings the expense charges ansing 
thiough the ordinary channels of mateiial, wages and 
oncost should be grouped, the charges under each works 
order number being made up separately so that a statistical 
record can be obtained of the defective charges on each job 
It IS preferable, however, that the defective charges should 
not be placed to the Cost Accounts of the job direct, as 
otherwise a fair comparison of the cost of different jobs is 
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prevented and the actual record of defective woik is 
hidden in the general details 

n 

Maintenance and Guarantee Charges. 

A similar method should be adopted in dealing with 
maintenance and guarantee charges, where the machines 
are supplied on guarantee for a specified period and have to 
be maintained in running order The charges under these 
headings should come against the manufacturmg results 
and may be provided for by a reserved amount against 
the Cost Account of each order, such items being credited 
to a Suspense Account The direct charge to each ]ob is 
preferable to a debit in Works Charges or Oncost Account 

Another point arises wdien certain lines have to be 
quoted m competition with other w^orks more favourably 
situat?jd It may be justifiable in such cases to debit 
this work with lower rates than those generally m force 
and to regard part of the expense as falhng on the works 
as a whole, or chargeable against the General Profit and 
Loss Account It is obvious that there is a limit to the 
extent to which this method could be adopted 

Cost of Heating Furnaces 

In the metal trades the cost of heatmg furnaces m cejtain 
departments forms a very high proportion of the depart- 
mental expenses Different weights and sizes of mgots, 
tools, etc , will require to be heated for difierent penods to 
reach the requisite temperature, and the weight may not 
be m proportion to the time required for heating Conse- 
quently the weight basis cannot be used, and the cost of 
heatmg the furnace per hour must be ascertamed ftnd 
charged to the ingots according to the number of hours 
m use In the case of standard work charges •can be 
fixed for different weights 

Bakery Oven Hours. 

In the bakery and confectionery trades a similar principle 
for the purpose of chargmg different batches of articles 
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for the use of ovens must also be adopted If the ovens 
vary in size the capacity of each must be expressed in 
terms of a standard oven The cost of operatmg,^ heating, 
andmiaintaming the oven per hour must be arrived at^for 
each temperature required This is expressed as a cost 
per oven-hour The cost of using a particular oven at a 
particular temperature can be expressed at a rate per 
hour by multiplying the cost per oven hour by the factor 
relating to the capacity of the oven Costing will be 
based upon the recipes used, with allowances for evapora- 
tion of moistiiie and for waste owing to defective baking, 
breakage m packing, etc It will be necessary to keep 
adequate stores records and to check the output with the 
estimated output, so as to keep a check on waste The 
charges to vanous batches for use of ovens must be set off 
against the expenses incurred in maintaining and heating 
the ovens The other works expenses of an mdirect nature 
will be dealt with as an overhead based on a charge by 
weight , and by departmental rates according to the amount 
of expense m connection with the different classes of goods 

General or Ofiffce Expenses. 

Where the products are similar to the extent of being 
dibpt)sed of in the same market, and by means of the same 
selling organization, a percentage on works cost may be 
used to cover all charges of administration and distribution 
and allocations may be made to Works Expenses in respect 
of Factory Management 

In other cases, m the computation of Administrative 
Expenses some exceptions arise It is not equitable to 
apportion these by a similar addition to the Works Cost 
m every case For instance, one department m a works 
uses expensive matenal, e g platinum , another depart- 
ment IS producing goods on which heavy advertismg 
expense is undertaken , anotheF concentrates upon a 
product sellmg m proportionately large quantities, with a 
minimum selling expense, at a cut figure 
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In these cases the output must be analysed and the 
expenses^ classified on a fair basis — much necessarily 
resting on mtelligent judgment — and rates for Admin- 
istrative Oncost must be fixed for each class of proS.uct 
separately 

The aim in such cases is to look at each section and try 
to ascertain what its position as legards expense would 
be if it were a business by itself , in other words, what 
expense a competitor m each hne would have to carry 


Allocation of Office and Selling Expenses 
OVER Various Classes of Finished Goods 


Adfmmstratwn Expenses — 

Office Salanes and Gen- 
eral Office Expenses 
Rent, Rates, Post- 
als, Stationery, etc 


Proportionate to Turnover, and may 
be charged by an Oncost Rate on 
Works Cost, with adjustment in 
the case of goods sold in bulk lots 


Management Salaries Ditto 
Directors Fees 


Selling and Dtsinhuhon Expenses — 


Travellers' Salanes and 
Commissions 

Carnage 


? Proportionate to Sales effected indi- 
) vidually of each class of goods 

J Proportionate to actual charges on 
] each class of goods 


Discounts 


{ Proportionate to terms of settlement 
in each class 


Bad Debts 

Advertismg, Catalogues, 
etc 

Branch Expenses 


j Actual analysis oi Bad Debts over 
y each class of goods 

I Actual outlay on each class of goods 

^Proportionate to Turnover or a<jjtual 
( sales of goods in each class 


Bank Interest 


{ Values of Stocks held and Bcjpk Debts 
/ in each class 


It may be necessary to use a fla± rate on works cost for 
office expenses and a further seUing oncost at differential 
rates for different products 

In other busmesses the actual commissions, discount, 
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and carnage on each contract can be charged up to its cost 
account 

Expenses and losses which are incidental to the holding 
of sT:ocks should be distinguished from the expense- of 
(1) buying, and (2) selling the goods Warehousing 
expense will be proportionately reduced with increased 
rapidity of turnover 

In calculating costs of merchanted goods the principles 
apphcable to general administration and selling expenses 
must be observed 



CHAPTER XI 


THE COST LEDGER 

The summaiizing of results may be earned out m a number 
of ways, and the most appropriate form for the Cost Ledger 
depends entirely upon the amount of information which is 
desiied in a particular business and the circumstances of 
the case 

(1) The Cost Ledger may conveniently be ruled with 
separate columns for the mam headings of expenditure as 
shown on page 114, and the loose-leaf form is usually 
found the most convenient on account of the ease with 
which similar items can be grouped together and completed 
jobs withdiawn 

1^2) The piepaiation of costs upon Cost Sheets which are 





t SH pp B 




THE COST LEDGER 


115 


not assembled in the form of a Cost Ledgei till the calcu- 
lations aie completed and closed is another method of 
compiling final results 

This method may be used in conjunction with a Veil 
organized filing system in which the original data pertain- 
ing to each order are filed , the cost sheet remaining in 
the docket and being entered up at inspection stages and 
closed on completion 

(3) In othei cases wages and material are summarized 
on entirely separate sheets, which are combined m the 
making up of the final cost This has a certain amount of 
convenience in enabling the wages and stores sections of 
the Cost Office to work on the same records without 

J^mdrance 

This method is particularly adapted for the use of 
mech^hical posting , an automatic check is obtained and 
a large amount of detail can be handled promptly 

(4) Actual detail costs of specific items may be taken 
out only in special cases and the purpose of the accounts is 
then to give mformation in the shape of costs of runmng 
departments, processes or machines, which will serve to 
check the results m the detailed calculations and ensure 
thejji^ccuracy 

It IS essential to adopt this method when the individual 
jobs are small m value and complex m detail It is also 
useful when the products are mainly standard and varia- 
tions from the average* can be calculated or gauged by 
special test 

It must be borne in mind that the mam points to consider 
aie — 

[a) The amount of detail required m the Cost Records 

[h) That the results must be obtained as pronjptly as 
possible 

(c) That comparisons of results, must be possible both 
in the total cost of jobs and in the detail of -such 
costs 

The amount of detail requued in each cost will vary m 
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eveiy case Where detailed costs are rcgulazly recoided 
it IS usual for each order which has to be executed in the 
works to be divided into production orders, each being 
specfhed with a works Older numbei, and the costs will^be 
booked against each woiks oidei number as the work goes 
through A separate Cost Account will accordingly be 
opened in the Cost Ledgei for the works older niimbei 
and the total cost of each pait will be obtained under 
these head^i The cost of the job will then be found hy 
assembling the totc'ls of the woiks orders 

Another method w^hicli may be adopted is to record 
costs against part niimbeis and drawing numbers on each 
machine or other product with the object of obtaining yet 
more detailed records, and when this is done the stores and 
wages charges will be specified against the part numbeis, 
etc , m detail 

It appears pieferable from a piactical point of \iew to 
obtain the cost results in total against works older numbers, 
and to dissect the charges against these works order 
numbers over the parts and operations according to the 
detail shown in stores requisitions and wages tickets, in 
order to build up the detail cost of manufacture of the 
assembled parts 

Cost Ledger Ruling. 

In some cases ;a savifig can be made in the amount of 
clerical work requued for the recoiding of oncost details 
by inserting in the Cost Ledger ruling a series of columns, 
one for each depaitment m which there is a different 
oncost rate, inserting also the hours m each case if hourly 
rates aie used By this means the total of each column 
furnishes the amount on which oncost for each department 
IS based and this i:alculation lequires to be made only at 
the conclusion of each job 

In 6uch cases a reserve must be nfade for the amount of 
oncost on Work-in-Pi ogress at the time of closing the books 
for stocktaking purposes. This will be done by chargmg 
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the amount to a Cost Ledger Oncost Suspense Account 
(crediting Oncost Account or Works Expenses Account) 
The amount of oncost is calculated upon the total obtained 
fr®m the records in the Cost Ledger of uncompleted^jobs 
At the commencement of the foUowmg period the entry- 
will be written off against the expenses charged to jobs in 
the current period 

Where, however, the oncost rates are too numeious to 
make this method practicable, it is essential for the oncost 
to be summarized week by week with the wages abstract 
m order to obtain the oncost charges to each job Where 
departmental rates are m use the totals of wages in each 
department on each job may be used for arriving at the 
department oncost to chaige to the Cost Ledger, and the 
total wages in each department will furnish the total 
amount of oncost for the period Where machine rates 
are m use the oncost charges should be summanzed on the 
Wages Piece Work Notes or Day Work Tickets, and an 
abstract of these amounts will be requued for amvmg at 
the amount of the total oncost and the charges to each job 

Cost Ledger Postings 

^£^6 postmgs to the Cost Ledger will embrace^ — 

(1) Items from the financial books mcludmg postings 
from Purchase Analysis Book for goods supplied direct to 
contracts, postings from Petty Cash !Bpok for travellmg 
and hotel expenses paid to workmen and others visitmg 
the job and any similar items which do not come through 
the abstracts of material and wages In the financial 
hooks these items are posted individually or by means of 
the monthly totals of analysis column provided for the 
purpose to appropriate accounts and summarized to the 
debit of Cost Ledger (or Work-in-Piogi;ess) Account 

(2) The summary of materials igsued from stores prepared 
from Stores Issue Notes should be recorded m a Matenals 
Abstract Book month by month or journahzed The 
details of direct materials aie posted to the debit of the jobs 
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concerned, and in the financial books ilie total of these 
items come to debit of Cost Ledger (or Work-in-Pi ogress) 
Account items chaigeable to Expense Accounts, includ- 
ing repairs, are posted to those accounts in the Nominal 
Ledger, and the total amount is credited to the Stores 
Account 

(3) Similarly with the wages abstract the total wages 
on productive work will be charged to the individual 
jobs m the Cost Ledger and debited in the financial 
books to Direct Wages for the Cost Ledger Account (or 
Work-in-Progress Account) Wages chaigeable to expense 
items will be debited to Expense Accounts in the 
Nominal Ledger and the total amount of wages earned 
credited to the Wages Account 

(4) Oncost postings will be made from an oncost or 
works charges summary to the debit of the jobs irf the 
Cost Ledger and in the financial books for the debit of 
Work-in-Progress Account , the total will be credited to 
Oncost (or Works Expenses) Account 

(5) It may be desired to include all chaiges against the 
job in the Cost Ledger Account and so to debit each account 
with the amount of General Oncost chargeable to it on its 
completion, also to credit the sale pnce and debiL4be 
resultifig profit 

(6) Transfers from other Cost Accounts, e g from Stock 
orders for batchesi of standard parts which are still in 
progress 

(7) When the job is complete the cost account must be 
made up and closed , and a monthly summary of closed 
cost accounts should be agreed with schedule of goods 
shipped from works or put into warehouse The credit 
to the ]o^ wiU be 

(а) Works cost, if general oncost and profit are not 
included m Cost Ledgegf entries , in the financial books 
Work-m-Progress Account is credited and Trading 
or Finished Goods Account debited 

(б) Gross cost, if general oncost is charged in the Cost 
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Accounts , in this case a summary of general oncost 
charges will be made as the jobs are closed In the 
finandal books the entnes will be as in (a), the total of 
^enetal oncost being credited to General Oncost Account 
and debited to Work-m-Progress Account monthly 
(c) Selling Pnce, if the profit on each job is to be 
shown in the financial books the entnes as in (b) 
will be required, but a summary of the Cost Ledger 
Profit and Loss balances will agree with the profit shown 
by the Trading Account 

Each Cost Number requires a separate folder or filing 
case in the filing system This folder wiU contain the copies 
of onginal order , works orders , wages and stores notes, 
etc , as these pass through the Cost Department, and when 
making Cost Ledger postings the ongmal wages tickets and 
stores reqmsitions should be available for checking off 
with the works order and specification, so that an mdepen- 
dent check will exist by which it is ensured that the book- 
keeping records against the job will actually tally with 
the wages and matenals expended upon it 
A complete detailed cost of each job (or of special jobs 
only) showmg matenal, labour, and expense m connection 
with each part and operation may be made by refernng 
bacPl:o stores issue notes and wages tickets 

Classes of Orders. 

A natural division ’^l fall mto the JoUowing groups— 

(1) Sales Orders classified in suitable sections , 

(2) Sales Repair Orders , 

(3) Stock Orders , 

(4) Works Extension Orders , 

(5) Guarantee and Maintenance Orders 

Each class of order should be easily^ distinguishable by 
colour of form used, or by a coding number 
Stock Orders (3) %,re for the preparation m biilk, of 
parts required in the assembly of Sales Orders , such parts 
on completion wiU be deposited in Finished Stores 
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In a factory producing standard articles they will form 
the eailier stages of almost all the work executed 

Orders for works lepairs may be earned out m the same 
manner as if the woik was for outside customers , full 
detail of time and matenals used being recorded, but to 
simplify these records it is often the rule to charge up to 
Standing Oiders numbers instead of to individual accounts 

The amount of clencal v ork required in the abstracting 
of mateiial and wages can be very considerably reduced by 
the use of mechanical methods Stores issues, instead of 
being summarized by hand m order to ascertain the total 
charges to jobs, should be sorted into job numbers and 
mechanically listed Similarly with wages dissections , 
if a separate wages ticket is provided for each job, the tickets, 
having been agreed with the men’s total time foi the pre- 
paration of the pay roll, should be re-soited and listed to 
obtain the charges to the jobs In large businesses, by the 
use of the sorting and tabulating machines, the method 
adopted is to punch a card for each item of stores issued or 
each wages item and by first sortmg to obtam the credits 
to the Stores Accounts or to individual workmen, and 
afterwards re-sorting under the job number, the charges 
to the job are obtamed automatically This method^as 
the advantage not only of reducing the actual clencal 
work, but of furnishing the results in a very much shorter 
space of time 

The same advantage is obtained^m compiling penodical 
statements of cost results , the mechanical sortmg and 
summation reducing considerably the time required for 
the work 

Repairs and Extensions. 

When work of this nature is undertaken by the employees 
of the works it is advisable to distmguish clearly at the 
outset whether the charge is to be m^de against revenue as 
a repair or renewal, or whether it is to be placed to the charge 
of capital outlay as an extension In order to avoid the 
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complication which arises in the financial accounts where 
oncost IS charged on repair work 

(1) Resulting in charges being brought into the financial 
boojcs for repairs in excess of the actual outlay, and# 

(2) Increasing the total expenses beyond the actual 
figure, 

It IS advisable not to charge oncost upon repaiis 

For this reason it is preferable for lepair charges not to 
be made against separate cost accounts in the Cost Ledger 
This can be avoided by dealing with repairs under expense 
numbers and using special subdivisions of these expense 
numbers when the cost of individual items is to be obtamed, 
and such items can be abstracted independently for control 
^d statistical purposes The handhng of oncost is 
■^considerably simplified if this can be arranged at the 
outset- 

When indirect expense is added in computing cost of 
repairs, such an amount should be set off agamst overhead 
expenses of departments in which the work is performed , 
and deducted from the total establishment expense obtained 
This IS illustrated m the schedule, page 89 

In the case of extensions and additions to plant the 
position IS different because such items may be correctly 
regarded as productive work and the cost of them is not 
only the material and wages laid out, but the actual 
amount of works charges incurred upon^them, and the 
usual rates of works onqpst for the departments in which 
the work has been done may be charged upon such 
work 

In some cases a more conservative method is adopted of 
only chargmg a low rate of oncost upon extensions and fhis 
■^has the effect of keepmg the plant, etc , accounts at a lower 
figuie than would otherwise be the case,^and conse*quentiy 
reduces later the charges for depreciation 

c> 

6 

Productive Services 

In some departments the nature of the work makes it 
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difficult to allocate the charges specifically to each job, and 
it becomes an advantage to summanze all such charges to 
one account and to charge the job for the service performed 
at standard scale Typical items of this kind would be 
Painting and Packing Departments, and a Test Department 
can be satisfactorily run on a similar basis The wages 
and materials and works expenses of each depaitment 
are then charged to a Cost Account for the department in 
the Cost Ledger, which is credited with the charges made to 
individual jobs which have passed through the depart- 
ment A standard scale is fixed in each department by 
which different jobs will be charged according to the 
average of similar previous cases In the Test Department 
it IS impoitant that a statistical record should be kept of 
the cost of each test for future reference 

The following Test Department Account will illustrate 
the plan adopted 

TEST DEPA^RTMENr 

To Direct Wages jK'r Abstract 
„ Sundry Materials 
„ Silanes per Allocation 
„ Power used— do 
„ General Works Expense — do 

Balance of Charges in excess of 
Expanses earned to Monthly 
Trading Account (if any) 

£ 

It is usual for a Foujidry Account to be dealt with in a 
similar manner " 

Balances arising on these accounts should be wntten 
off month by month to the Manufacturing Account 

Dowmgs, Tools, Jigs, Dies, Patterns, Etc, 

The best method of dealing with the items under this 
head will depend upon the nature of the work for which 
they are rmdertaken Where the jobs are standard 
and jn no way special the charges incurred wiU be capital 
outlay and should be charged to Tools, Patterns, etc , 
Accounts, and wntten off through the works oncost to the 


Bv Charge on Jobs — 
No 
No 
No 
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30 b accounts, spreading the outlay over a limited number 
of years (say 3 or 5) 

Where the work is special and it is not expected that the 
saQie work will have to be repeated it becomes obviouf that 
all charges of this nature must be made part of the cost of 
executing the order and the entire cost must be wntten 
off against the 30 b in hand 

Where, however, although the work is not standard, it 
can safely be expected that there ^vlll be repeat orders the 
number of possible repeats within a reasonable penod 
whether 5, 10, or 50 must be estimated and a proportionate 
amount written off the cost of the imtial outlay agamst 
each 30 b 

The time of draughtsmen should be booked as far as 
possible to the drawmgs undertaken, and a percentage 
may be added to salaries for materials and expenses of 
drawmg office 

A Pattern Ledger will contam records of costs of 
Patterns and amounts wntten off to Jobs or by means of 
Expense Rates 

Development, Research and Experimental 
Work. 

E^^nditure under the above headmgs will be cl^arged 
in the first place to special accounts descriptive of each 
item , and, subsequently, will be wg.tten off either to special 
3 obs, or through Works Oncost, probalSly over a short 
penod of years 

Waste and Scrap. 

It is generally sufficient to credit the Manufacturing 
Account with the value of waste, etc , as and when sold , 
or to be more exact the waste should be passed mto the 
stores to the debit of Waste Accounf under classified 
headings and the 3 obSoConcemed proportionately credited 
The sales effected will then be credited agamst the Stores 
Accounts and losses earned to Stores Depreciation 


e— {1785) 
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A difficulty arises where there are by-products utiUzed 
in further processes 

1 The by-products may be charged to the processes 
which handle them at the market price, if this is obtainah,le 

2 Where there is no market price and the material 
must consequently be regarded as havmg no value, where 
m fact it may be a matter of expense to dispose of it at all, 
it IS obvious that no charge can be made against a sub- 
sequent process for deahng with such residue, or a nominal 
standard value may be used 

3 The by-products which pass through subsequent pro- 
cesses may be credited to the process where they arise at ultim- 
ate value or selhng price less cost of subsequent treatment 

A more difficult problem arises vhere material bought in 
one form is partly used in a number of different ways, 
eg material which is cut up and portions utihzed for 
different purposes, e g skms which are cut up for different 
uses, timber cut up to obtain special parts for particular 
purposes are cases of this kmd In order to charge a fair 
amount of the original cost against each lot, an estimate of 
the value of the material in its final form may be used as a 
guide and the original cost may be apportioned accordingly 

Financial Books. 

In the financial books the accounts should be framed 
on the plan illu^tratect Matenals used are credited to 
Stoies Accounts which then shoy/ balances representing 
Stocks on Hand A Manufactunng Account is debited 
with matenal, wages and factory oncost, and credited with 
finished goods at factory cost The Finished Stock 
Account IS debited with the same total for goods manu- 
factured , and the balance of this account, allowmg for 
increase^ or decrease in stock, gives the cost of goods sold 
This amount will be doited, along with any oncost bal- 
ances from Oncost Adjustment Account to a monthly 
Trading Account 

The Journal entries on page 125 make this clearer. 
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OCTOBER 31 st , 19 

I s d £ s d £ s d 

Manufactunng Account — Dr 4,194 ~ - 

To Purchases Account 
for (a) direct pur- 
chases per Invoice 
Analysis Book 742 - - 

(6) Stores Issued per 
Stores Issued Book 1,158 ~ - 

1,900 *- - 

To Chargeable Expense 
Account for disburse- 
ments chargeable to 
Customers per Petty 

Cash Analysis 35 _ _ 

To Productive Wages 
Account for total per 

Wages Summaries 972 - - 

To Factory Expense 
Allocation Account 
for Expenses charged 
to Cost Ledger — 

Shop No 1 574 _ _ 

„ No 2 246 - ~ 

., No 3 376 - - 

„ No 4 91 - 

1,287 ~ - 

per Oncost Summary 


Finished Stock Account — Dr 4,436 - - 

To Manufactunng Ac- 
count for completed 
work per Cost Ledger 

Summary '* 4,436 - - 

Trading Account — Dr 5,261 - - 

To Fmished Stock Ac- 
count for value of 

Goods sold 5,236 ~ - 

To Oncost Adjustment 
Account for balance 
of Expenses not 

charged to Contracts f 5 _ - 
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Corresponding entries in the Cost Journal will maintain 
a double entry system m the Cost Accounts and harmonize 
the Cost and Financial Books In the Cost Journal 
the *^first two entries only are required, and in plac^^ of 
Manufacturing Account, the Sundry Contracts per 
Cost Ledger Summary will be debited and credited 
respectively — 

Sundry Contracts Br 

To Purchases 

Chargeable Expenses 
Productive Wages 
Factory Expense 

Finished Stock Account Dr 

To Sundry Contracts 

In place of the debits to Finished Stock Account (m 
both Journals) there wiU be debits to Sales Repairs 
Accounts for repair oiders for customers , Works Repairs 
or Plant Repairs Account and Works Extensions or 
Plant Extensions Account for completed Works Orders 
representmg work done on account of the factory 
The Cost Journal is also useful for transfers ^when 
required from one Cost Account to another 


Dr WORK IN PROGRESS OR MANUFACTURING ACCOUNT Cr 


19 


£ 

s d 

19 


£ 

s 

d 

Oct 31 

To Work m Progress 1,784 


Oct 31 

By Work in Progress 




„ Material ^ 

1,900 

^ — 


earned forward 1,302 


- 


„ Disbursements 

85 

- 


„ Finished Goods 




„ Labour 

972 

— — 


Account 

4,436 


- 


„ Factory Oncost 



fl 

„ Plant and 





No 1 Shop 

574 

— 


i Machinery 





No 2 Shop 

246 

— — 


Additions 

240 




No 8 Shop 

376 

— 







j No 4 Shop 

91 

_ - 








is, 978 

- - 



£5,978 


- 

Dr 

1 1 

^ ONCOST ADJUSTI 

^ENT AC 

:COUNT 


Cr 


19 1 

(S' 

£ 

s d 

19 1 


£ 

t 

d 

Oct 31 

To Balance 



Oct 31 

By Balance 





No 1 Shop 

l7s 



No 2 Shop 

20 

- 

- 





n ^ 

No 3 Shop 

55 

— 

— 





ft 

No 4 Shop 

IS 

— 

— 





tt 

1 „ Trading Account 25 

- 




£115 

- - 



£115 

_ 
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No 1 

SHOP ONCOST 

ACCOUNT 

Cr 


£ s d 1 19 



£ » d 

> Rent and Rates 

55 - - Oct 

31 

By Manufactunng 


Heating and 

1 


Account, 4,592 


Lighting 

37 - - i 


hours @ 2/6 

574 - - 

Power 

149 - - 


„ Oncost Adjust- 


Indirect Wages 

125 - - 


ment Account 

11^ - - 

Insurance 

34 - - 




Repairs 

24 - - 




Depreaation 

70 - - 




General Factory 





Oncost 

145 - - 




Sundry Expenses 





and Sundry 





Stores 

50 - - 





£689 ^ 



£689 - - 


FINISHED STOCK A.CCOUNT 


£ ^ d 

19 

£ r d 

To Stocks on Hand 1,530 - - 



„ Manufacturing 

Oct 31 

By Trading Account 

Account (Cost 


(Cost of Sales) 5,236 — - 

of Goods Manu 



factured) 4,436 - - 


„ Stocks on Hand 730 - - 

£5,966 - - 


£5,966 - - 

TRADING 

1 

ACCOUNT 


For the Month Ending 31st October, 


By Sales 
To Sales Returns 
„ Allowances 


Net Sales 

of Sales 

Oncost Adjustment Account 


Gross Profit 
To Office Expenses — 
Salesmen 
Advertising 
Office Salaries 
Discount 
General Expenses 
Bad Debts 


5,261 - 
£1,796 - 


Work-in-Progress is the name given to unccJmpleted 
contracts of a contractor at any time of the work in hand 
of a manufacturer M stocktakif g time it must be valued 
at Works Cost (See notes on Contracts Accounts, pages 
52 and 53 ) 
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Work -in -Progress Account 

A Work-m-Progress Account (also referred 4o as a 
Manufacturing or Cost Ledger Account) in the financial 
books will take the form of a controlhng account for the 
Cost Ledger All the items debited to the individual cost 
accounts form part of the totals which are debited month 
by month to the Work-in-Progress Account Against 
these debits there will naturally be credits m the financial 
accounts to wages, stores, oncost, etc The account will 
be credited with works cost of completed work transferred 
direct to Trading Account or Finished Stores 

Where this system is carried out it seems unnecessary to 
use a double entry form of accounts in the Cost Ledger 
itself The Cost Ledger will become a detailed record 
similar to a Sales Ledger or Purchase Ledger where there is 
in the General Ledger a controlhng account in the shape of 
a Bought Ledger Aggregate Account and Sales Ledger 
Aggregate Account At the same time it is essential for 
stocktaking purposes that details of the Cost Ledger 
Accounts should be summarized and the total agreed with 
the balance of the Work-in-Progress Account in the financial 
books , and any difference arising must naturally be traced 
if possible or written off Further there should an 
inventory taken of the actual work m progress on the 
floor of the shops from^ which the Cost Accounts can be 
controlled ^ 

A series of Work-in-Progress Accbunts may be arranged , 
one for each type of product or manufacturing department 

Double Entry in the Cost Ledger, 

A Cost Journal is useful for recording weekly total 
postings^ passing closing entries and transfer entnes , and 
by its use the Cost Ledger may be kept on Double Entry 
Imes ^ This method is useful when -^he financial accounts 
are not adapted so as to conform to the Cost Ledger method 
in the use of a Work-m-Pi ogress Account 
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SUMMARY OF COST JOURNAL ENTRIES 
AND COMPARISON WITH FINANCIAL BOOKS 


CobT Ledger 
Dr Cr 

Wages Cost Account Work in Progress 

1-^ (in detail) or Manufacturing 

Account 


Special Cost Account 

Purchases (m detail) 
Stoies Cost Account 

(in detail) 

Disbursements Cost Account 


(in detail) 

Expenses Cost Account 

(t e Oncost) (in detail) 


Oncost on Oncost Sus „ 

Work in Pro pense A/c 
gress 

Value of Total of open 
Work in Pro Job Accounts 
gress (including 

Works Oncost) 

Closing Entries 
Sales Orders 
Sales Repair 
Orders 
Building and 

Plant Repairs (Manufacturing Cost Accounts 
Building and Account (in detail) 

Plant 
Additions 
Stock Orders 
Tool Orders 


Financial Accounts 
Dr Cr 

Manufacturing Product ve^Wages 
Account Account 

,, Supplier 

,, Purchases Account 


General 
Expense (or 
Oncost) A/c 
Work in Pro 
^ gress 

Trading Account 


Chargeable 
Expenses Account 
General Expense 
(or Oncost) A/c. 

Expense Accounts 
(in detail) 
Manufacturing 
Account 


Repairs Account 

Manufacturing 

Plant, etc Account Account 

Stores Account 
Tools Account 
or 

Repairs Account 


Entries reconciling difference between actual expenses 
and oncost charged , or difference between Cost Ledger 
profit and Profit and Loss Account profit — so far as made 
up of the same factors (i e excluding Investment Income 
recei^^, etc ). 


Irading Account^ 
Dr or Cr for dif 
ference m Works 
Oncost 

Profit an» Loss • 
Account 
Dr or Cr for dif 
ference m Office 
Oncost 


General 
ExPinsKs 
Account 
Cr or Dr 


The balance of the Cost Ledger Manufactunng Account 
earned forward vnll form a credit entry, agreemg with the 
debit balances on uncompleted Jobs, shown m Cd5t Ledger 
Summary 

Values of Stocks isi Stores Account, and Sales Account 
for seUmg values of completed work may he mtroduced 
into the system 
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Monthly Summary — Monthly Balance Sheet. 

A Monthly Summary abstracted ui detail will show — 

(1) Total of completed work , grouped in sections accord- 
ing to arrangement of Cost Ledger Accounts , and showing 
details of expenditure on each order number 

(2) Total of Work-m-Progress for balancing with finan- 
cial accounts, the financial accounts Work-in-Progress 
Account may be arranged m corresponding sections and 
balancing is thus facilitated 

(3) When the General Oncost and Profits are not shown 
in the Cost Ledger (as is often desired for reasons of pnvacy) 
the summary provides means for ascertaimng whether 
the margins on each contract are sufficient to cover admin- 
istration expense and amount of profit on each This 
requires a definite percentage on Factory Cost which can 
be checked month by month from the Countmg House 
Nominal Ledger Summary of Expenses, and inquiry is 
at once possible in cases where the requisite percentage is 
not reached 

(4) When a Monthly Balance Sheet and Trading Account 
are required the Work-m-Progress Account will furnish the 
value of Work-m~Progress and the Stores Control Account 
wiE furnish the value of stocks on hand 

Tho- Cost Accounts should also be systematically cnecked 
with the estimates on completion of each account, to 
discover errors by under or over-estimating and to inquire 
into all unsatisfactory results 

Multiple Costs by Analytical Methods. 

In many businesses, owmg to the detail m costing, it is 
preferable to compile the cost sheet for each batch or 
order as the work proceeds through its various stages 
The inifial entries are made use of for this purpose by 
assembhng them on a work ticket for each job 

A ;work ticket is provided, on'^ which the diffeient 
stages of manufacture and list of essential materials 
will be printed This ticket proceeds %vith the work 



COST LEDGER SUMMARY 
Month Ending 30th September, 19 
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round the departments and at each stage when matenal 
IS issued the storekeeper enters particulars and value 
Similarly the wage for each process is entered as it is 
completed 

Oncost IS added to wage recorded by means of a per- 
centage , or a senes of rates is used for different depart- 
ments, and in some cases a portion of the oncost is 
allocated to matenal and added as a percentage to each 
item of material used 

The records then obtained consist of a senes of results 
appertaining to individual orders and these will require 
to be reconciled with the financial accounts to ensure that 
the results are not merely approximate and of the nature 
of estimates to effect this the cost tickets for all completed 
work must be summanzed weekly to arrive at the total of 
matenals charged , wages charged , and oncost added This 
summary will then be comparable with the financial 
records 

This method is suitable for clothing factones , glove 
making , boots and shoes , hosiery , furniture, and many 
other similar trades 

In the pnntmg trades a special method based on this 
principle is used, the oncost on matenal bemg especially 
to coyer cost of maintaining purchase departmen^rware- 
housmg and handhng of paper, etc , and the rates of oncost 
being subdivided m th^ form of machine rates for work 
done and departmental shop rates on wages to cover 
expenses in each department 

Manirfacture of Gloves — Multiple Costs. 

Xhe Cost Cards illustrated (Form 1) are issued with 
the orders m the factory, and the records of material 
are entered thereon by the storekeeper and wages by the 
foreman as the 'vTork proceeds through various stages till 
complete 

Expense Rates are based partly on matenal and partly 
on labour, and these are filled m by the cost clerk The 
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cost of production is thus obtained, and is available for 
companson with the selhng price 


MULTIPLE COSTS GLOVES 
Form 1 


Cost Card of 

F 1 

Glovbs 



n 


Material 
and Wages 

1 

Expense 


£ 

5 

d 

% 

£ 

s 

d 

Date 15 5 

Quantity 50 doz prs 

Description Ladies, 








Quality Best 

Colour Grey 








1 Material 








100 sq yds 

45 

- 

- 

10 

4 

10 

- 

2 Cotton 

1 

10 

— 





3 Buttons 

1 

10 






4 Button Pieces 

1 

- 


20 

1 


- 

5 Bands and Pins 


10 

- 





6 Boxes 


10 

- 





Labour — 








A Cutting 

1 

- 

- 





B Sizing 


10 

— 





C End Tying 


10 

- 





D Buttoning & Panng Binds 


15 

- 

• 50 

2 

7 

6 

E Tacking 


7 

- 





F Laying-out 

1 

5 

- 





G Bo'img and Banding 


8 

- 





H Slitting 


10 

- 



« 


I Pointing 

1 

- 

- 





J Sewing 

5 

10 

• ~ 

. 150 

15 

7 , 

6 

K Buttonholing (2-bnttonl 

1 


- 





L Binding 

2 

5 

- 





Prime Cost 

/es 




m 

5 1 

- 





65 

— 

— 

Cost of Production 






5 i 

1 













I 


Summanes (Form 2) may be made, or total output of 
each Ime may be costed weekly^ and companson made 
with materials used, Vages paid, and expenses incurred 
Cost of production will compare also with sales, allowing 
for stock fluctuation 





(The use of an Adding and Listing Machine simphfies this work ) 



MULTIPLE COSTS —GLOVES (Form 3 ) 
Cost Sheet ^Week ending 


„ _ 

V 

1 I 

1 1 

1 


Total 

5 Weeki 
to date 


1 1 

i 1 

1 


ID ir> o 

<M CO CO 
'^O lo CO 

CM 

3,220 

75 

3,145 

175 

o 

N 

CO 


Week 

^ 1 1 1 

i I 

1 1 

1 


' 1 ' 

1 1 

' 

1 


O O lo 

VoO CO <M 

l-l r-t 

655 

25 

630 

70 

o 

o 

VI 


1 '2 

1 

1 u 

1 

1 w 52 

1 <9 ^ 

d c 

1 

1 il 

Cost of Output 

Increase or decrease 
m Fimshed Stock 

Cost of Goods sold 

Margm for Office Expenses 
and Profit 

Sales per Day Book 


^11 1 

1 1 

1 1 

1 

- 

Total 

1 5 Weeki 

to date 

c ' 1 ' 

I i 

l 1 

' 

£ 

2,000 

550 

650 

3 200 

125 

3,325 

75 

o 

to 

^ * 


Week 

^ ‘ 1 

\ i 

-* 

1 1 

1 



1 i 

1 *1 

1 

- 

£ 

420 

ns 

lO 

CO 

%-H 

670 

55 

725 

75 

O 

lO 

CO 

Material Purchased 

(or supplied to Depts ) 

Wages Paid 

Expense Summary per Fman- 
aal Accounts 

Stock and/or Work m Pro- 
gress brought ’tforwaxd 

Less Stock and/or Work 
in Progress car fwd 

Balance showing agreement 
with Cost of Output 
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The totals obtained on the form are earned to Weekly 
Cost Sheet (Form 3), where a compaiative summary is 
shown 

Routine m the use of Hosiery Cost Card is exa^'tly 
similar 


MULTIPLE COSTS HOSIERY 
Form 4 


Cost Card 


Date., 

Description 

Size 

Quantity 

Colour 

Lot No 

Wool Ibb 02S 


Sundry Material 

Knitter 
Cutter 
Machine 
Twin Needle 
Welter 

Button Sewer 
„ Hole 
Mender 
Se'v^g 


£ I ^ 


d 


Examined by ^ 

<F 

Total Prime Cost 
Cost of Manufacture 


£ I ^ 


d 



Material, Wages, and Expense under each heading on 
this card require summarizing weekly m a general analysis 
for companson with financial records 
The keeping of continuous records may be confined to 
the (Jepartment accounts and dep^tment oncost rates , 
m conjunction with special examination of individual 
costs at mtervals 
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What the Cost Accounts Show. 

Ihe Co'it Accounts will reveal — 

{a) The profit or loss on particular work at different 
times and cost of stock lines , 

(b) Means by which economical workmg or more eco- 
nomical processes may be secured and expenses con- 
trolled , 

(c) Leakages in respect of time and matenal through 
inefficient use 

The Cost Accounts further supply — 

{d) Periodical Profit and Loss Statements mdependently 
of the financial accounts , 

{e) A basis for future estimates , and they will also 
indicate — 

(/) Possibilities of increased production , 

(g) Opportunities of reaching wider markets by re- 
ducing prices 

The Cost Accounts will be called upon to provide data 
on which decisions will be based as to future operations, 
and the foUowmg information m particular must be made 
available — 

Whether certain work contributes its share to the 
general j;)urden of expense 

Whether the production of a certain class of goods 
causes additional expense which other articles are compelled 
to bear ^ ^ 

Whether the capitai and energy spent on any 
speciahties could be better employed elsewhere 
Whether it really pays to produce a certain class of goods 
at a small profit or at a loss, bearmg in mmd the possi- 
bihties of securing lucrative trade thereby in other goods 
In addition to the cost of manufacture and expenses 
of marketing, there are many factors which may aSect 
the fixmg of a selhng price including competition, demand, 
duration of demand, requisite capital outlay and return 
obtainable on same m comparison with yield on other 
manufactures 
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Reconciung Cost Accounts and Financial 
Accounts. 

When the financial accounts are not framed upon lines 
winch enable a link with the cost system to be estabh'ihed, 
the agreement of the two systems, in order to show that the 
profit obtamed in the costs is also revealed in the Profit 
and Loss Account, must be sought as follows — 


Wages Account m the financial 
books must be dissected to 
obtain — 

Direct Wages 
Indirect Wages 

Purchases Account in the finan- 
cial books must be dissected 
to obtain — 

Direct Materials 
Indirect Materials 


Expenses chargeable to specific 
Jobs should be separately- 
posted m financial books and, 
if not, must be obtamed by 
dissection 

Summary of Works Expenses 
must be obtamed from above 
dissection of Wages and Mate- 
rial with the items of Works 
expenses from Profit and Loss 
Account of the financial books 


Direct Wages total will be capable 
of close agreement with wages 
charged to Cost Ledger 


Direct Materials used — 

1 e Stocks of Direct Material at 
commencement of period plus 
purchases, less Stock at close 
of period should agree within 
close limits with Materials in 
Cost Ledger 

and will agree with sirmlar items 
in Cost Ledger 


Measure of agreement with Works 
Oncost m Cost Ledger will 
indicate accuracy or otherwise 
of Oncost Rates ancT need for 
adjustment 


General Expenses obtained similarly and agreed 
similarly with General Oncost 

Material Reconciliation. 

0 1 Financial Accounts — 

Purchases Account 

Jan 1 


To Stock 

£ 

10,000 

Dec 31 

By Stock 

„ Purchases 

ao,ooo 


„ Material 


;f40,000 


used 


£ 

15.000 

25.000 


;f40,000 
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2 Cost Accounts — 

(a) Mateqal charged to Jobs — ^ 

(1) From Purchase Analysis 5,000 

(2) From Stores Issues 18,000 

(Z>) #^Material chargeable to Expense Accounts — 

(1) Material used on Repairs 1,000 

(2) Consumable Stores, Oil, etc 500 1,500 

24,500 

(c) Material not accounted for 500 

;f25,000 

Due to — 

(1) Waste or pilfering 

(2) Variations from cost in piicing of requisitions 

(3) Stock depreciation , or fall m value of stock 

(4) Calculation or posting errors 



CHAPTER XII 


FOUNDRY ACCOUNTS 

A FOUNDRY or forge is always treated as a separate 
department in Cost Accounts A foundry record shows 
particulars of the meltings each week , weight of material 
mixed (less scrap and spoilt work) and details of castings 
made The working expenses are summarized in full 
detail, and the week's allocation is brought into the cost 
sheet 

The cost of material used in each mixing is charged to 
the castings produced in proportion to their final actual 
(or calculated) weight 

The expense cost for the week is similarly charged to 
the castings on the basis of weight , the total expense 
divided by the total weight produced, giving a charge 
per cwt to be made to each casting 


WEEKLY COST RETURNS 


(a) Summary of Labour 

AND 

Production 


Week 

ending 








Direct Labour 




Production 

Cost 


i 

s 

d 

CWTS 

QRS 

LBS 

Per Cwt 

Cylinders 

16 

7 

- 

34 

0 

0 

9/7 41 

Bench 

16 

4 

6 

37 

0 

0 

8/9 16 

Tool 

11 

12 

- 

20 

1 

0 

11/5 48 

Plate Work 

♦ 17 

11 

- 

65 

0 

0 

5/4 8 

Floor 

12 

9 

_ 

54 

1 

0 

4/7 08 

Weights (no corc^'O 

. 1 

- 


10 

0 

0 

2/- 


£75 

3 

6 

220 

2 

0 


Indirect Labour 




Production 

Cost 

f 

i 

s 

d 

CWTS 

QRS 

LBS 

Per Cwt 

Labourers, etc 

17 

4 

- 

220 

2 

0 

1/6 72 

Firemen 

. 9 

16 

6 

220 

2 

0 

10 67 

Softener 

3 

17 

4 

220 

2 

0 

4 20 

Stretcher 

. 4 

7 

6 

220 

2 

0 

4 73 

Pattern Finder 

3 

15 

1 

220 

2 

0 

4 08 

Coremakers 

" 13 

16 

— 

210 

2 

0 

1/3 16 

Dre^Ssera 

16 

8 


220 

2 

0 

1/5 85 



4 

5 




6/3 41 
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(i>) Material Summary 

, Week ending 


Direct Material — 
c Q L 

Pig iron 154 2 0 @ ;^24 ton 
Scrap (30%) 66 0 0 @ 10/7i cwt 

Total 

Sundry Matenal — 
c Q L 

Sand 60 0 0 (§ 11/4 ton 

Limestone 7 0 0 @ 50/- cwt 
Sundry Matenal 

c Q L 

= 220 2 0 @ 1/10 
Core-making Material — 

C Q L 

= 210 2 0 @ 2d 
Total 

Castings with cores 2/~, with- 
out 1/10 

Coal and Coke — 

25 tons @ 70/- 
Overhead Expenses 


i s d ^ £ s 


185 3 3 

35 6 - 


220 


9 


1 14 
17 10 
1 ~ 3! 

20 4 


I 1 15 


87 10 


d 


3 

1 


Cwt 

t 


19/11 5 


2h 


7/11 

3 /. 


Record of work done is made by each man on a Weekly 
Castmg Card Two columns are provided '"Weight 
Cast '' — "" Weight Passed '' The weight passed is sum- 
marized for the Production Records (a) Wages are paid 
at weekxj^ rates, and an abstract of wages classified ac- 
cordmg to type of work gives the average wage cost of 
each class of castmgs Matenal summanzed on Matenal 
Record {b) 


Finished Cost of Each Class of Castings per Cwt 
Week ending 



Materials 

Direct 

Labour 

Coal 

and 

Coke 

Sundry 

Sundry 
Exps 4 

Gross 

Cost 

Labour 

Matenal 

Bench 

19/11 5 

8/9 16 

7/11 

6/3 41 

2/- 

3/- 

47/n 

Plate 

19/11 5 

5/4^ 

7/11 

6/S 41 

2/- 

3 /- 

44/8 

Floor 

19/11 5 

4/7 08 

7/11 

6/3 41 

2/- 

3/- 

44f~ 

Cylinders 

19/11 5 

9/7 41 

7/11 

6/3 41 

21- 

3/- 

48/10 

Tools 

19/11 5 

11/5 48 

7/11 

6/3 41 

21- 

3/- 

50/8 

Weights 

19/11 5 

2/- 

7/11 

5/0 25 

I/IO 

3/- 

39/9 
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Bench 

Floor 

Plate 

Tool 

Cylinders 

Weights 


FINAL COST ACCOUNT 

Week ending 

Production 

CWTS QRS LBS 

37 0 0 

54 1 0 

65 (> 0 

20 1 0 

34 0 0 

CWTS QRS LBS 

10 0 0 220 2 0 


Cost 

Maictial Direct — 

£ s d £ s A i s i i i i 
Pig Iron 1S5 3 3 

Scrap 35 6 ~ 

220 9 3 

Wages 75 3 6 295 12 9 


MaUital Indirect — - 
Sand 1 14 » 

Limestone 17 10 - 

Coremakmg 1 15 1 

Sundry 1-3 

21 19 4 

Wages Indirect , 69 4 5 

» ' 

Coal and Coke 
Overhead Exps 
Weekly Ailo« 
cation 


91 3 9 
87 10 - 

33 I 6 


£607 8 - 


CWTS QRS LBS 

C^st of Producing 220 2 0 of Good Castings £507 8 - 


Alternative methods may be used for treating Indirect 
Wages and Ove^'head Expenses which are more suitable 
when the variety of ^castings is great The amount of 
Direct Wages is used in determining the expense 
allocatioiis entirely ; or in conjunction with the basis of 
weight 
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FOUNDRY COST SHEET 


The cost of metal is calculated for eacii 
Raw Materials, as — 


Pig Iron 
S^rap 
Limestone 
Coal and Coke 
Wages of cupola and 
furnace men 


I s d 
/18S 3 3 
35 b - 
17 10 - 
87 10 - 

9 16 6 


£ 


mxMBg by including 
s d I s d 


335 5 9 

equal to 220 i cwt 
at 22/6 cwt and 
based on the weight 
of each castmg 
Direct Wages are booked 
to each ]ob by — 

Moulders + % for 

Matenal 75 3 6 -h 1 14 ~ 

Coremakers + % for 

Matenal 13 16 1 15 I 


19 6 :^3 9 1 3 9 1 


and a percentage is 
added to cover the 
cost of Indirect 
Labour, say, 52% 45 11 11 

134 n 5 

Sundry Matenal and 
Overhead Expenses 
are added at a per- 
centage on total 

labCij^r, say, 25% 34 1 9 


;J507 8 - 


The Overhead Expenees chargeable to each group may 
be determined by the total wages of the group and a cost 
per cwt in each group thus amved at 
Where the Foimdry is a department in an engmeermg 
works the cost of castings made should be compiled 'iJ'eek 
by week and the castings sent into stores at co§t pnce, 
1 e Works Cost Castmgs are then dra^ from stores for 
jobs as required on Stores Requisitions 
The practice of charging castmgs to stores at m^irket 
price in order to show a profit on foundry work is unsound 
in creating an artificial profit which may not be realized 
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If the Foundry is running at a loss the market price 
should be used and the loss written off at once 
The profit on the ioundry will be shown by a companson 
of the current costs with the market price for similar work 
whether the castings are for stock or for sale immediately , 
and a Foundry Trading Account can be compiled to show 
the profit on sales of castings if desired 



CHAPTER XIII 


WORKS ROUTINE 


One of the most valuable aids to the economical ninning 
of a factory is an efficient Planmng Department, whose 
duties consist of — 

(1) Saving of time by having work prepared for putting 
in hand immediately machines are at hberty , 

(2) Preventmg delay in the progress of work through 
vanous departments , 

(3) The arranging of orders to provide for the prompt 
execution of urgent work , 

(4) The supervising of stores to mamtain stocks to meet 
orders at hand 

The concentration of these duties upon a special staff 
will make for increased efficiency in handling the work 

To systematize the general routine a diagram of duties 
and responsibilities may be set out m the following form — 


Board of Directors 


General Manager 


Tmance Manager 


Purchase Works Manager Sales Manager 
Dept 

Quotations j" 

j Drawing Engineer Foremen Branch 
Office 1 1 Depots ^ 

Buyer I | i ( • 

I j Inspectors ! Advertising 

1 Planning Wprks j 

Stores Dept Depts Travellers 


Secretary 


Cost 

Office 


Correspondence 
Cashier Records 

. J 

Book keepers 


The success of a busmess is considerably influenced by 
the extent to which the techmcal management obtains 
critiasm and assistance from the financial direction# In 
view of the fact that forecasts of production and estimates 
of the cost of manufacturmg orders about to be undertaken 
are based upon the cost records of past ^ork, it follows that 
promptitude and accjiracy in thS furnishing of costs are 
of greatest importance to efficient management, and the 
arrangement of works routme has an important beanng 
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upon the facility and accuiacy with which cost records can 
be obtained This does not imply that detailed individual 
job costs cannot be dispensed with to some extent where 
resuks can be obtained in group form, e g by departmental 
methods, because in such cases individual costs can be cal- 
culated from known details, and group records exist to 
prove the accuracy of the calculated costs So that to 
some extent the clerical work involved m obtaimng con- 
tinuous costs may be reduced In other cases this method 
IS not possible owing to the vanety in the work undertaken 
and an efficient method of Job Costing must then be used 

Estimating Department. 

Taking for the purpose of illustration the case of an 
engmeenng works, the onginal handling of inquiries will 
be dealt with by an Estimating Department, andm framing 
their tenders the Estimating Department should have at 
their disposal the results of previous work in the form of 
Cost Summanes They will also be m touch with the 
Stores and Buymg Departments in coimection with the 
stock and prices of matenals, and with the wages and piece- 
work departments in respect of wages and piece-work 
prices, and should be advised of changes m oncost rates 
Obtainmg from the Drawmg Office detailed drawings and 
material specifications they will be able to prepare esti- 
mates m detailed fornr which will be available for com- 
parison (when the work has be^ executed and costed 
out) with the actual cost results, and vanations in the cost 
of work from the amount of the estimate can thus be traced 
Assuming that an order is received to be executed for a 
customer or that sanction is given for manufacture for 
stock, the Estimatmg Department will hand over the 
information they have obtained on the subject to the 
Planmng Department, copies of the order or Master Card 
being^ at the same time circulated'^to other departments 
interested, e g Drawmg Office, Jig and Tool Department, 
Bu5nng Department, Progress Office and Cost Office. 
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Each Works Order will be given a serial code number 
denoting^class of product and number in senes Sub-order 
numbers will similarly be allotted to part orders, details of 
sanjie being recorded on mam order 

The Drawmg Office will revise the drawings to be used 
on the ]ob and prepare exact specifications of the matenal 
required which they will hand over also to the Plannmg 
Department 

The Plannmg Department from the Master Card prepares 
a Works Order for each section or principal part of the 
machme to be manufactured, copies being circulated as 
above, and such Works Order should be accompanied by 
material specification for the material required for its 
execution The separate jobs to be undertaken m the 
manufacture or assembly of the particular part will require 
a Job Card givmg details of the work to be done, measure- 
ments and so on The Works Orders with drawings and 
Job Cards are passed to the Rate-fixers or Piece Work 
Office who schedule on the Job Cards the processes required, 
and prepare the Piece Work or Day Work Tickets for each 
item, fixing the Piece Work prices and msertmg same on the 
Piece Work Tickets and Job Cards The Job Cards will then 
be sent direct to the Cost Office , or be retained by the time- 
keeper in the shops for record of the time taken to be mserted 

The foreman is supphed with the Works Order, Wages 
Tickets and Matenal Specification ^nd will prepare requisi- 
tions for matenal as Jie requires it When obtaming 
matenal he will present to the storekeeper the Material 
Specification on which the storekeeper will record the date 
against each item supphed, at the same time obtaimng the 
workman's signature on the Stores Reqmsition Note ’v#iicb 
IS passed to the Stores Office The Wages Tickets are 
sorted by the foreman so that he can have ready *for each 
man a senes of jobs to be taken u]^ one after another, and a 
rack should be provided marked with the men's numbers in 
the shop so that the piece work notes for each man can be 
inserted under his number 
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As a job IS finished the Time Clerk should record the 
exact time on both finished and new jobs, thus ensuring 
that accurate time recording is obtained In the event of 
a foreman not having a job ready or if the workman^has 
to wait for a job to be brought, then a separate time ticket 
should be used to record the waiting time between one job 
and the next The finished Wages Tickets should be sent 
day by day from the shops to the Wages Departments, 
where they will be required in calculations for bonuses, and 
after the pay roll is completed and the bonus paid the 
wages Tickets should be sent to the Rate-fixing Depart- 
ment so that the mformation obtained can be compared 
With a view to correct rate-fixing At each week-end the 
Wages Tickets of unfinished jobs must be collected and 
fresh tickets issued in exchange by the foreman for the 
following week The Job Card will reqmre to be entered 
up with the amount of wages paid for each process on the 
job as shown by the Wages Tickets, and this can be done 
either by the time-keeper m the shops or by the Cost 
Department who for this purpose will require the Wages 
Tickets to be handed to them by the Wages Office after the 
completion of the Pay Roll and before the Wages Tickets 
are returned to the Rate-fixers 
It 33 preferable for work to be inspected before sTbonus is 
authorized, and this can be done so as to allow time for 
calculation of bonuses when the wages payable on Friday 
or Saturday are *inade up only to the previous week-end 
The actual Piece Work Notes can then be summarized in 
the Wages Office to obtam the wages payable 

In cases where wages have to be made up to Wednesday 
or '?^hursday night and paid on Friday or Saturday, the 
margm of time is insufficient for this to be done The 
wages payable will then consist of Time Rates for the 
actual hours worked, plus excess of Piece Work bonus above 
Time Rates for the week previous In any event the 
day wages and Piece Work bonus wiU agree with the 
total of the Wages Tickets, and the charges to the job 
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Will be made from the abstract prepared from the Wages 
Tickets , 

It IS a convenient plan for the shop clerk or time-keeper 
to keep a serial record of the Wages Tickets given to^ach 
man during the week, showmg the job number and the total 
wages earned on each job and distmguishmg between 
Productive work , Repairs and other expenses for other 
shops , and Indirect Expenses for own shop , and this is 
available for use in the Wages Office and Cost Department 
immediately On the other hand the time-keeper can also 
keep a record of the work done by different men on the same 
order number as on the Job Card specified above, thus 
bringing together the various processes of one job and 
forming a sub-analysis for Cost OjB&ce use, which again 
facihtates the preparation of Cost Records 

Inspection and Test. 

The Piece Work bonus should be authorized by the 
Inspection Department by the presentation of the work 
to the View Room before the Piece Work Notes are 
handed in , or by the signature of the Inspector on the 
Piece Work Note as he passes through the shops , or by the 
use of an independent mspection note, which is a duphcate 
of the Piece Work Note but of a different colour, being sent 
after mspection to the Wages Office authonzing the pay- 
ment of the bonus shown on the l^iece Work Note to have 
been earned The Cost Department will receive advices 
of the mspection, testing, packmg and shippmg of all 
machines and will require to close the costs for such 
jobs concurrently with the invoicmg of same to customer 

A summary should be prepared each month showing in 
smtable sections the items makmg up the sales with 
particulars of the mam items of the cost of mamifacture 
against each sale 

Planning and Progress Departments. 

In conjunction with the Planning (or Production) 
Department whose function may be limited to the 
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arrangement of future work, preparation of Works Orders 
and specifications and the oversight of Stocks apd future 
supphes of material , the Progress Department will take 
chaise of orders in hand m the factory, watching tJieir 
route and obtaimng records of completed operations , 
obtaining reports of work held up for supphes of material 
— congestion of work in particular departments, etc 
Diagrams will be used to show the stage which each order 
in hand has reached 

A production schedule should be laid down in advance and 
the Progress Department work then consists m facihtatmg 
in every way the accomplishment of the forecast 

Rate-fixing The difficulties of fixing correct rates 
for piecework or bonus systems can be overcome only by 
the skill of the Rate-fixer and his mechanical abihty assisted 
by time studies and the use of detailed records of the time 
taken on the jobs 

Time Allowances The Piece Rates or Time Allowances 
fixed by rate-fixers should be stated in terms of time and 
not as prices per piece , and m addition to stating the time 
should also specify the machine at which the work is to be 
done and the grade of labour to be employed 
To secure the co-operation of employees in obtaming 
maximum output, questions concerning the rectification 
of rates should be dealt with by shop committees con- 
sisting of, say. Foreman, Shop Steward and Rate-fixer 
acting for the purpose of adjustpg any rates which are 
shown to be too low or too high In the latter case a 
safeguard for the employee is sometimes introduced by 
guaranteemg that no rate shall be reduced without 
corfespondmg increase of a rate claimed to be too low 

Mass Production or Repetition Work. 

The methods oi orgamzation known under this name 
have for their object tlie cheapemng of production by — 
(1) Standardization of work and processes, producing 
a high degree of efficiency and speciahzation , 
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(2) Employinent of machines to the fullest extent m 
order to ^pcrease the product per employee , 

(3) Arrangement of factory to avoid loss of time and 
labcjur m transferring woik fioni one place to anothq; , 

(4) Saving time by continuous work so that there will 
be no loss through the changmg of jobs , setting machines , 

(5) Continuous flow of work simplifying wage systems , 
oversight and routine 

If these methods can be adopted an increase of output 
for the same amount of capital will be obtained, and the 
indirect expense will be reduced Manufacture will 
proceed as authonzed by sanctions for specific quantities 
of fimshed machines The mam difficulty then arises in 
adjustmg different supplies to keep pace with maximum 
output without overstocking For this purpose the Com- 
ponents Stores department will keep detailed accoimts of 
stocks of parts and orders in hand 
In various stages of manufacture var57ing methods may 
be employed — 

(a) In the Foundry, costs will be made up as a 
separate department , 

{h) Orders for parts for stock will be put through in 
large quantities under Works Order Numbers , 

(c) *Machines wfll be run contmuously on standard 
work in processes , 

(d) Assembly wfll proceed under direction of Progress 
Department , 

(e) Vanations from standard will be made on specific 
assembly orders. 

Costing by Operations. 

The special feature introduced in the costing m the case 
of (c) is that m the place of booking the time on f>articular 
work to its Order No , the operations ^hich the work has 
to go through.are scheduled and numbered, and time and 
wages are charged to each operation number One opera- 
tion may compnse various processes and each may he 
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numbered separately so that analytical records of cost at 
each process are available Thus, if part A ” has to go 
through five operations, say Al, A2, A3, A4, A5, and in 
A5 ^here are ten processes these will be A5-1, A5‘-2, 
A5-3, and so on 

Series of Operations 


Article No 

Date Commenced 

Withdra'v\n 


Dept 

Operations 

Number 

i 




A senes of cards will show operations on each part 
Another senes of cards for each sub-process will take 
the onginal entries from the wages (time or piece) cards , 
these Process Cards will be summarized on Operation Cost 
Cards 

PROCESS COST CARD 
^Article 


Operation No, 


Date 

No 

Wage 

Production 

Date 

No 

Wage 

Production 





• 





The time cards also show quantities passed by the 
inspectojs at each stage From these records the Operation 
Cost Card is vnit^en up week by week for every part 
manufactured, showing-*-^^ ^ 

(l)*The average wage cost, m detail, of operations or 
processes per umt produced , 
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(2) The rnatenal cost booked to the same number, also 
amved aj: per unit completed , 

(3) Expense cost added at works or departmental rate 

OPERATION COST CARD 

* Article No 


Pattern No Date 


Operation 

No 

Dept 

Processes 

Average 

Cost 

Average 

Cost. 

Average 

Cost 

Average 

Cost 



Total 






A weekly comparison of wage cost is made to indicate 


possibihties of more economical workings Spoilt work 
will be shown by records of pieces passed at each stage, 
and this cost must be included in calculating total expense 
of each operation 

The supplies thus obtained will go into Finished Stores 
and other supphes of finished parts will be purchased > 
from these sources the finished machmes will be assembled 
A statement of weekly or monthly productions m the 
following form will be found useful for comparisons — 

MONTH ENDING OCToBLR 21st, 19 
Shop A Ordcr \1627 


Operation 

Gross 

Produc 

tion 

Number of 
Work 
people 

Actual 

Hours 

Worked 

Wages 

Faid 

Produc 
tion per 
50 hours 
per 

Wtirker 

Time 

per 

Unit 

! 

Wage 

per 

Unit 

Machining 1 

30,000 

29,500 

31 

Hours 

5,900 

£ 

350 

1 

254 

Minnies 

11 80 

Psncfi 

280 

2 

5 

970 

50 

1,521 

197 

40 

„ 3 

29,400 

9 

1,690 

70 

869 

3 44 

51 

.> 4 

29,000 

10 

2,0o0 

115 

707 

4 24 

95 

» 5 

28,970 

13 

1 2,450 

1 148 

591 

i 5 07 

1 22 

Fitting 

28,700 

6 

1,180 

70 

1216 

2 46 • 

58 

Grinding 

28,500 

5 

950 

64 

1,500 

2 00 

53 

Inspecting 

28,000 

9 

1,750 

175 

800 

3 75 

1 48 



88 

16,940 

£1,042 


34*73 

8 47d 


Quantity Passed, 28,000 
Average Total Time, 36 3 rmn 

Average Total age • 8 93d 

Cost of Castings — 5/ each equals per unit completed 64 28d 

Factory Overhead Expense at 240% on Wages 21 43d 


94 64d 
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Assembling. 

The parts required are tabulated m a Material Schedule, 
giving a detailed list of every part in the finished 
machine 

The work to be done is also tabulated in an Operations 
Schedule, following the numbenng for parts adopted in 
the Material Schedule 


Each operation may consist of several minor processes 


nhich are similarly tabulated on Opeiation Cards 


MOTOR PRODUCTION 

Weekly Statement of Cost per Chassis 


Week ending . _ 

Material — 

£ 

£ 

Purchases of Finished Parts 

120 


Stores Consumed per Detail Schedules 

185 




305 

r A DOUR — 

Machining 

20 


Erecting 

13 


Foundry 

4 


Sundry Labour 

5 



42 

WoKKb Expense — 

£ 


Rent, Rates and Insurance 

8 


Coal, Gas, Water, including Heating and Lighting 

47 


Wages and Salaries 

72 


Depreciation and Repairs 

20r 


c 


147 

£494 

Indirfct Expense-- 

Rent, Rates and Ihsurance Olfice * , 

3 


Lighting and Heating • 

2 


Management and Ollice Salaries 

S') 


I3iscounts and Allowances 

^2 


i ravelling, Advertising, Salesmen's Salarns 

24 


General Expenses , 

15 


Interest . • v . 

20 




ISl 

^645 


A continual weekly record is theunprepar^ed as follows— 
In a Material Summary each part is pnced out at its 
cost price as purchased, or at factory cost jf manufactured 
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In a Wages Summary is shown the cost of every opera- 
tion (and ^process) according to the time booked to the 
number representing that operation during the period, 
divided by number of completed units to show cos4 of 
operation per unit completed for sale 

Shop Expense Summary is prepared from financial 
books for same period similarly divided, and an appropriate 
percentage may be added to wages at each operation to 
provide the amount of Oncost required 
The total of these schedules then shows total cost per 
unit week by week, and comparisons of fluctuations in cost 
of manufacture mdicate possibihties of economy 


Job Costing. 

This method is also worked in conjunction with job 
costing methods where a machine is completed up to a 
certain pomt to standard pattern and then fimshed to smt 
customer's reqmrements 


Unit System 

Under ^is head a method of costing has been developed 
on the principle of a comparison between actual cost 
under detailed analytical heads and a standard cost basis 
prepared from an analysis of the normal products 

This is particularly suitable when seUing prices are 
jixed by competition, and the products are highly stan- 
dardized 

The weekly production total obtained by detailed record 
of aU parts or jobs completed m the factory, represents 
in the Cost Office a certain value in material, wages and 
expenses, because every product is valdted and analysed 
at a normal prpductioja cost Tfiese normal costs ^are 
tabulated, showmg composition of the whole production 
in respect of total matenai, wage, and expense , and 
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special prominence is given to the chief product from which 
the unit system is to be standardized 
For convenience of reckoning, a decimal system is 
adopted by which the chief product is valued at a produc- 
tion cost of 100 , its material, wage and expense cost 
being similarly expiessed as percentages The production 
cost of every other product is similarly stated in terms of 
its percentage at a normal cost to the adopted standard , 
and its matenal, wage and expense costs in each case 
are stated m decimal terms showmg the ratio which the 
product or part bears to the standard A complete 

tabular statement can be worked out on these hnes 
embracing every product in the works , and once settled 
this Cost Schedule remains in use Being m decimal 
form it IS easy to work from, and the plan is further 
bimphfied by the work being put in hand invariably in 
lots of ten or multiples of ten 
In the Stores System, the value of stores is expressed m 
similar decimal values, determined from the standard 
pnces adopted for the different parts or matenal , vana- 
tions in purchase pnces from standard are regarded as 
a loss or a profit in buying, and are thus eliminated from 
the Cost System Issues of stores are consequently always 
m accordance with Cost Schedule 
Wages are either paid at piece rates corresponding 
throughout with the* prices fixed in the Standard Cost 
Schedule , or, If paid by time,^the output is recorded so 
that detailed comparisons can be made and any losses 
(or profits) as against the schedule can be recorded 
Expenses are assigned on standard basis, m detail, to 
the products in the Cost Schedule (either as a percentage 
on wage, or by other predetermined methods to suit 
mdivTdual circumstances — ^m some cases as a percentage 
on Pnme Cost) ohd the total compares week by week with 
actual current outgomgs 

S'rom the Detailed Production Total expressed m 
quantities turned out, there will result week by week 
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a summary expiessed m decimals of the standard product 
of the — , 

{a) lotal Pioduction for the week, 

jb) Material 

{c) Wages ■ represented by that production 

(d) Expenses 

Ihe total pioduction will indicate whether the factory 
has accomphshed a satisfactory volume of work for the 
week , and this can be converted into production in 
s d by multiplying the decimal total by value of 
Standard Product on which the whole system is based 
The same conversion can be made in any item in the same 
way 

The material total balances the Store Records and when 
converted mto £ s d indicates the consumption of stores 
for the financial books 

The wages total is similarly converted, and is subject 
to adjustment in respect of any wages paid above or 
below the standard , which is shown by a comparison 
with actual wages paid 

Expenses compare similarly with the Counting House 
Records 

Prompt returns are available under the system and 
periodical compansons indicate the Ime m which* the 
business is tending It is particularly suitable where 
standardized products are bemg made 
It has the advantage o| showmg — 

(1) Total production m quantity irrespective of pnce 
fluctuations, which for compansons of turnover is 
vitally important , 

(2) Wage cost comparisons m a form which can^be 
compared with output of a coixespondmg quanjity of 
work , 

(3) Expense per umt produced^whic^ indicates degree 
of efiflciency in production reached from time to iyjie, 
A descnption of this method will be found in Multiple 
Costs by H L Garry 
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Standard Costs and Inter-Departmental 
Trading Accounts. 

The method of standard costs is to institute departmental 
tradcng accounts in the factory for the purpose of shoy^mg 
the amount which each department gams or loses against 
the scheduled cost of pertorming the work allotted to it 

The method appears to have real utihty when the work 
IS standard and can thus be used to take the place of detailed 
job costs 

Each department being charged with the wages paid , 
indirect materials used, spoilt work and allocations of 
overhead expenses is credited with the estimated value of 
the work performed and the profit or loss can be obtained 
week by week from these records 

Detailed calculations can be made of the cost of special 
jobs , but the normal cost of completed work will be the 
cost of direct material which will from the outset be charged 
upon it, plus the allowance to each department for work 
performed 

Oncost rates for departments or machines will be required 
for such calculated costs and for charging from one depart- 
ment to another any work done in one department originally 
allocated to a different one 

Duties of Cost Office. 

The chief duties of the Cost Office thus are — 

[а) To maintain correctly th^ routine in connection 
with the keeping of the Cost Ledger, entenng therein 
to each account the cost of — 

Matenal from the Requisitions , 

^ Special purchases and disbursements from the 

Counting House books , 

Wages from the Wages Abstract , 

Expenses or Oncost at the rates fixed 

(б) If responsible for prices, to see that these are based 
on actual cost 

(c) To ensure clerical accuracy by observing that 
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material and wages charged to each contract or order are 
in accord, with the specification of the respective Works 
Order and that Wages Abstract is agreed with gross 
waggs of Pay Roll , and Stores Issues Summary agreed 
with credits to Stores Accounts 
{d) To maintain frequent reconciliation between the 
expense or oncost charged in the Cost Ledger and the 
current expenses as shown by the financial books 
The Accounts Department should compile the monthly 
expenses summary with the assistance of the Cost Office 
dissections , and the Cost Office uses the monthly expense 
summary for departmental allocations 

[e) To allocate correctly expenses as between depart- 
ments m fixing rates m accordance with the burden 
that should be borne by each , and to distnbute such 
expenses over the work on sound pnnciples 

(/) To draw up cost sheets suitable for the works 
and institute detailed mstructions for their use 
{g) To take steps to ensure the handmg in promptly 
to the office of the necessary records as compiled in the 
works, duly certified by the officers responsible (foreman, 
storekeeper, supervisor), and to take charge of such 
records 

(A) To install a system of preservation of records and 
of easy reference thereto 

(i) To establish methods of rorftine to keep in touch 
with the Counting Housf as to raw material purchased, 
wages paid, expenses analysed, etc 
The work must always be up to date, and so arranged 
as to provide information to the management immediately 
it is called for 

Machines for Reducing Costing Work, 

Machines in use for obtaimng results more speedily and 
with less clencal labomr include the Burroughs Adding 
Machine, the Comptometer, and other calculating machines , 
the Wages Payroll Machine , Ledger Posting Machine , 
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the Hollerith Sorting and Tabulating Machine, the Powers’ 
Machines, and similar appliances The sorting* machines 
work with cards on which the records are punched instead 
of b^ing wntten The machine can be set to sort these 
into any desired classification and the totals can be 
quickly obtained in the tabulating machine These are 
economical where the records run into many thousands, 
but the usual type of adding machine can be put to 
advantageous use in all large offices 



CHAPTER XIV 

OPERATING (working) COSTS 

In this class are included the costing records of railways, 
tramways and similar concerns performing services rather 
than producing goods, where there is a single unit as in 
Single Costs, but of a different type 

Hence the work performed is measured m train-miles, 
wagon-miles, or ton-miles , car-miles or passenger-miles 
Classification of expense is made according to the 
Service departments, such as in the case of railways — 

Maintenance of Ways, Works and Stations, including 
Staff and Repairs , 

Locomotive Power, includmg Staff, Fuel, Oil and 
Repairs , 

Carnage and Wagon Repairs, mcluding Staff, Wages 
and Matenal , 

Traf&c Expenses, mcludmg Staff, Stores and Cartage 
Expenses , 

General Charges 

Motor Haulage. 

A more usual example occurs •in the case of motor 
haulage businesses The costing is made from dnvers' 
diaries of loads earned, which are summarized in a weekly 
^statement A comprehensive weekly return is then pre- 
pared from these statements 
The amounts from the weekly summaries should# be 
totalled week by week until a quarterly sheet is obtamed, 
which should be agreed with the financial books, and 
thus furnish a valuable analysis of the ctsts 
The unit of a ton-mde represents the carnage of 1 ion 
for 1 mile , so that the total ton-miles is the sum oi the 
products of miles and tons on each load 

161 
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THE SVRLN MOIOR H\bL\GE CO 


biMMviY or DRivi^Kij' Weukly Statements for the Week Endii^p 


1 

i 


1 




Total E'^pense 
and Earui i ’s 



Blown 1 





Dover ' 

Jones 1 


hox 




Machine 

1 1 

! 

3 




Total Mil( s 

liO 

*.00 j 

100 




Total Loads in Ton 







miles 

360 1 

4UU 1 

150 




Runiung Costs-- 







Wages 


p \ 

£4 




Petrol 

1 2 

3 1 

1 ; 




Oil 

1 _ 

' ‘ 1 

— ' 




Tyres 

•> 

j - 1 





Repau's 

- 

1 In ' 

2 




licence i id De ! 







prcci ition 


10 





total 



nil 




Cost per Ton mile 

12d 

21 od 

Hd 





£2U 


£12 




Lalancp 

X lu 

£3 I osb 

U 







1 

1 1 

£ 


I'ETROL RECORD 
Week tiidinq 


I 

j Gallb 
! 

£ 

i 

d 

! 

! 

CiUs 

£ 

s 

1 

\d'' 

\ 

i 

I 

Run 1 

1 

Aides 

prr 

Call 

To Stock I 

ft PuTchasos 

! 



1 

Bv Supplies to Motor 1 

2 

!! 1, 3 

i> ij 4 

„ Travelling Account 
„ Engineers 

1 „ Loss in Quantity 

1 , Balance in Hand 

! 



t 

r- 

1 


i 


^ 

I 





I 

JMl 




No I 

Mil t*r Austin 
Date of Purdinse 

October 19 


MOTOR HI CORD 
Description 

Cost ri 100 


! 

Week 

r 

Mileage 

Ton Miles 

Petrol 

Tyres 

Repairs 

i 

Running Co t 
per Ion mile 

Nov 29 

150 

360 

£2 

£5 



12d 
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A detailed record of Petrol, Oil, Tyres and Repairs is 
maintained , also a record of cost m respect of each 
machine, showing the number of miles run and quantity 

of load earned in ton miles 

« 

OPERATING STATEMENT OF ELECTRICITY GENERATING STATION 


For Half Yzar endivo 31sr December, 19 
Output 200,000,000 Ijvits 




Cost per 
Umt 



Per 

Umt 

To Generation of 




B> Sales of Electnt- 



Electncit\ — 


£ 


Current — 

£ 


Coal 


305,000 

366d 

Light, Power, Heating 

69o 000 


Oil, Waste, 




Traction 

145,000 


Water aiui 




Street Lighting 

3,000 


Stores 


12,000 

0l4d 



1 012d 

Sundries 


3,000 

004d 


£843,000 


Compensation 




By Rentals — 



Acadents 


400 


Meters 

366 


balines of 




Time Switches 

160 


Engineers 


8,000 

OlOd 

Motors 

13,075 

016d 

Wages 


43,402 

052d 




Repairs — 





£856,601 

1 028d 

ruildtngs 

3,200 



By Sales of Steam 

3,000 

003d 

Machinerv 

40,400 

43,600 

U'.id 

Rentals 

1,477 

002d 



r4l5 402 

498d 




To Distribution — 







Salane-s 

6,000 


007d 




Wages 

26,000 


031d 




Sundries 

3,000 


004d 




street Lighting 

1,000 


OOld 




Repairs and 







Maintenance 







Mains etc 

37 202 







— 

73,202 

045d 




To Rent and Rates 


44,584 

054d 




To Management ^ 



032d ^ 




Expenses, etc 


26,753 



1 £881,078 


Balance to Net 


j£559 941 

672d 










Revenue A/c 


301,137 

361 d 

j 


1 033d 

To Interest 



j9?7,600 

By Balance • 


£301,137 

„ Income Tax 



34,690 




„ Smkiu^ 1 unrl 



165,200 




^ t^et Proht 



23 647 



i 




£301 137 



£301,137 



CHAPTER XV 


COST RECORDS AND REPORTS 

Expense Control. 

The need for correct detail in Expense Accounts cannot 
be too strongly emphasized, and the allocation of expense 
should be made on equally accurate lines, so that the 
expense charged at any point may be traced and verified 

Authority in the Purchase Department may be specific- 
ally delegated to those who have close acquaintance with 
different classes of malenals, with buying limits m each 
case and close control of the exercise of buying discretion 
may be secured 

Supplies of Sundry Stoies and Small Tools to individual 
shops may be controlled by a system of rationing , any 
excess beyond the scheduled allowance requmng special 
sanction 

The extent to which foremen are famiiianzed with 
works expense vanes, and there is much to be said for 
a system by w^hich each foreman is given month by month 
a summary of such expenses chargeable to his shop as 
come under his direct control e g cost of indirect labour , 
cost of sundry stores , general repairs , so that by acquiring 
his appreciation and interest these and similar items may 
be economically managed 

On these lines a regular system of expense reports, 
sub(k\ided m classes corresponding with the respon- 
sibilities of director, managers and foremen, and giving 
the detail of each expense in separate schedules at each 
stage, may be a means^of obtaining effective control of 
indirect expenses. 

Similar management reports on production, with analysis 
showing production per hour , per machine per hour , or 

1B4 
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production per man per hour, and comparisons with 
previous records and corresponding periods of other years, 
cannot fail to prove their value Similarly, reports of 


SCHEDULE OF WORKS EXPENSE 


Generai. Works Expense — 
Timekeepers 
Storekeepers 
Transportation 
Power House 
General 

Shop Expense— 

Rent and Rates 
Stores 

Insurance, Heat, and Light 
Indirect Wages 
Repairs 

Machine Expense — 

Power 
Tools 
Idle Time 



cost per unit in different operations can be adopted in 
many businesses 

Production Reports 

Where it is possible to arrive at a standard unit of 
production, the cost of productive wages and shop expenses 
may be usefully measured in terms of such a unit , and the 
number units per hour of working time m different 
periods may be usefullj^ compared Even if the same unit 
IS not applicable throughout the* factory, different units 
may be used in differeijt departments ^nd the advantage 
of penodical compansons is obtained 

A common unit may be based upon the number of tons 
of finished work , or the number of units of specific articles , 
or the pioducts may be mdividually rated in points based 
on the number of labour hours estimated to be required 
in doing the ivork Reports are then required to show the 
number of umts per hour week b^ weeic from each depart- 
ment and the.amouift of productive wages per working 
hour, and consequently wages per umt of work Similarly 
shop expenses m each department per working hour and 
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consequently shop expenses per unit of work Where a 
variation of these records shows inquiry to be necessary 
the details of shop expenses or workmen’s time on different 
jobs will indicate the cause 

In some cases a uniform unit can be apphed to the whole 
of the production of a factory In the rubber industry, 
for example, the material will proceed fiom one stage to 
another in exactly the same form up to the moulding stage, 
and will then be treated in the different ways for the purpose 
of producing different articles The cost per pound of 
finished products will not indicate correctly the actual 
cost of any of the products, but if the assortment of pro- 
ducts remain normal the cost per pound will be a useful 
efficiency index and the individual costs of specific products 
may be obtained by calculation or will vary m accordance 
wnth scheduled percentages above oi below the average 
The expense of maintaining detailed cost systems can 
by this means be ver^ laigely avoided and a simpler plan 
of cost resorted to, by which the total weekly or monthly 
production costed out on the basis of the average cost plus 
or minus the known percentages, will absorb the direct 
and indirect charges involved in the production 

Cost Records, 

In addition to the Cost Ledger Accounts, a detailed 
record of Buildings, Plant and Machinery should be kept 
in the Cost Office 

Buildings Record 1 he rulings on the next page for a 
Buildings and Fixed Plant Ledger wiU show the informa- 
tion «that should be recoided therein The values must 
be written down to provide for the time when replacement 
wiU have to be made, and the register will show the amount 
ta which each item Stands from time to time 

Expenditure upon repairs and alterations should be 
entered, but is not added to the value 

Expenditure upon additions and extensions must be 
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added to^values at datejand depreciation must be increased 
accordin^y 

Sufficient space must be given to each item to allow for 
ad(htions and notes of repairs 


BUILDINGS AND FIXED PLANT LEDGER, 


No 

Description 

Location 

Original 

Cost 

Date 

Depreciation 

Value 

Remarks 

1 



1 


Yr 

% 

£ 

s 

d 




Plant and Machines A ruling for a Plant Record is 
given on the next page , a separate account or card serves 
to record the history of each machine 
The location of each machine must be recorded m an 
inventory which should be checked off month by month 
to ensure that all additions are included in the records 
and that depreciations are cbrrectly allocated 

Worlds repairs and works extensions, as execujied m 
the factory, will be analysed when completed to 
determine the charges to be mad^ to Expenses as repairs 
and renewals, and to Plant Account* as additions or 
extensions 

Card Ledgers or Loose-leaf Ledgers are desirable for the 
above, and any fuller details that may be required can 
also be recorded 

Depreciation is usually calculated as a percentage on 
the value of each asset at the commencement of each 
year, the rate bemg fixed so as to rediKe the value of each 
machme to scrap pri^ie at the tiftie when its working life 
will be exhausted Another plan preferred by'’ some 
accountants is to write off yearly an equal portion of the 
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original cost Ihe tormer has the advantage of giving a 
lighter charge in the later years when repairs ai^e heavier 
Either of these methods may be applied to Machinery 
and^Plant, the peicentage on cost being distinctly 
piefeiable with machines having a short life 

PI \N1 \M) MACHINE LEDGER 

No Puichased _ 

Description Cost £ 

Maker Depieuation " 


A nouiit 


Date 

Deprei lation 

Value 

i' 

Date j 

1 Depr< 
1 

jciafiou 

Value 



i j 

1 

t 

5 

1 

d 

£ 1 

1 

1 

1 

! 

1 ! 

S 1 

) 

I 

d ’i 

1 

1 

i 

1 

1 

1 

1 

I 

1 

1 

1 

s 

d 

1 £ 

1 

1 

1 

,1 

i 

$ 

d 


Repairs 


Date I 

Particulars 

Ref 1 


1 

i 



r 



s 

d 


Leasehold buildings are usually depreciated on a special 
plan known as the Annuity method A fixed annual 
sum IS charged as (Jspreaation, debited to Profit and Loss 
Account and credited tc the Leasehold Account, but this 

T 

sum 3 fixed at such a rate as to allow interest on the 
diminishmg balance to be debited to the Leasehold Account 
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year by year This is to regard the leasehold as an invest- 
ment and treat it as earmng interest which is credited to 
Profit and Loss Account accordingly 

Alternatively, the Sinking Fund plan is adopted by 
whfch a fixed annual sum is charged against profits and a 
similar amount is invested either m gilt-edged securities 
or in Endowment Insurance , interest on the securities 
should be re-m\ested, the fund thus accumulating at 
compound interest 

Revaluation It is advisable to check the depreciation 
calculations by valuations at intervals of a few years 
Tools are generally maintained in working order by 
charging all renewals to shop expenses 
Patterns, unless chargeable to specific orders, must be 
booked to a Patterns Account, and be subjected to a heavy 
late of depreciation 

Discarded Plant should be grouped in separate records 
to which reahzed values may be credited, and any losses 
ascertained and wiitten off 

Idle Plant Advices should be instituted by means 
of which machines not fuUy used may be transferred to 
shops where they would he more useful , hy this means 
the need for fuither purchases may be avoided to some 
extent • 


Shop Rates. 

Shop Rates should be recorded m detail in a Rates 
Book, showing the total expenses under which the factory 
works , the amounts distributed as Shop Rates , and the 
resultmg Oncost agamst work done 

Details of the cost and how it is allocated will aljo be 
found here , as shown m the following accounts— 


Dr 

Total Charges ■^or Rents 
and Rates or Depre%ia 
tion 


BUILDINGS 


£ 

1 $ 




1 

1 

Tniftfers to Shop Rates 

• 



or General Works Rate 




Account 


Cr 

£ M \i 




I 
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Dr 

Tot'll Charges for Depre 
elation and Repairs 


£ 


PLANl 

I ^ II 

I m Buildings Account 


Cr 


s \d 


Dr ^ GENERAL WORKS RATE OR SHOP 


Share of Cost in respcct| 
of — 


RATES ACCOUNT 
£ 


Charges made to Work 
done at Rates in force 


Building 

Plant 

Poiier 

Heat and Light 
Indirect Labour 


-Cr 


s \U 


Departmental Grouping of Expenses and 
Output. 

An essential means of linking up the financial accounts 
with the commercial operations is to arrange the Trading 
and Profit and Loss Accounts on a departmental plan, 
that IS so as to show the trading results in respect of different 
products It is naturally of the greatest importance to 
ascertain which products are the most profitable For this 
purpose the woiks cost of the goods manufactured must be 
used as the debit to the Trading and Profit and Loss 
Accounts m each department and the Admmistration, 
Distnbution and Selling Expenses must be divided between 
the groups of products by careful analysis 

In some businesses a dissection into departr^ents on 
these hnes can be taken to an earlier stage and the opera- 
tions in the factory can be separated in the same divisions, 
each distinct product having its manufacturmg depart- 
ments appropriated to it In sudi cases the ascertaining 
of the cost of manufacture of each group of products is 
immensely simphfied The chief complication arises in 
respect of mdirect expense charges on work which is done 
m one department for the benefit of another , and it would 
appear reasonable that such indirect expense should be 
based upon the an^unt of time spent on such work at a 
rate of expense charged upon that time (or as a percentage 
upon -the wages it represents) m proportion to the rate 
of expense in the department doing the work, or the 
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appropriate machine rates if particular classes of machine-, 
have beeuiused 

In other cases it is impossible to appropnate the manu- 
facturing departments to specific groups of output,^ the 
different articles making up the output, although dissimilar 
in their final stages, use and trading markets, being manu- 
factured in common at different stages in all the depart- 
ments of the factory , and where these circumstances 
apply it IS undesirable as it is incorrect in principle to 
endeavour to load the commercial expense on to the manu- 
facturing operations Commercial operations require a 
different basis for their dissection and do not enter mto the 
finished manufacturing cost of goods, which is the object 
of cost accounts applied to manufacturing So that the 
arrangement of factory oncost must not be influenced by 
expenses connected with the commercial side of the business, 
the position bemg really that two functions are carried 
on — the one a manufacturing and the other a merchanting 
one The manufacturing costs should ainve at the finished 
cost of the goods , this will be the cost on which the selling 
department make their calculations and this cost will be 
the price at which the goods come into stocktalang The 
records in the Cost Ledger may be made up to show either 
the manufactured cost or the gross cost , but the apphca- 
tion of oncost covering the commercial charges will be 
clearly an application of a charge ^which can be correctly 
made only against goods which are solc^’and not against 
those which remam on hand 

Costing Without Costs. 

The primary object of mamtainmg cost records is^ to 
obtain the cost of each product, but the utihty of cost 
records by no means ends when that has been achieved It 
IS from the use which is made of the c5st records and the 
manner in which the incidental information obtained by 
the Cost Department is utilized that the whole of the Cost 
System justifies itself Looked at from this point of view, 

12— (1765) 
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the compilation of Job Costs may be considerably curtailed 
.vhen the cost records are sufficiently established to enable 
calculations to be made upon the basis of standard or 
nomal cost, by meatiS of the known cost of law material, 
and the calculated cost of labour for performing the required 
operations , the use of the costing records then becomes a 
criticism of shop efficiency by the comparison of output 
costs , the scrutm5^ of costs of operations , and mvestiga- 
tion of non-effective or partly-effective assets, shown by 
such items as obsolete machinery, idle slocks, excessive 
amounts locked up m work-in-progress, etc The efficiency 
of the cost system must be shown by the value it becomes 
to the management in showing up weak pomts by com- 
parison of statistics relating to these factors with standards 
which it is able to obtain and can show to be attainable 
The frequency with which stocks of raw material are 
being turned over may be measured in terms of the number 
of months total withdrawals represented by the stock 
figure , the value of the work-in-progress measured in 
terms of the number of months completed work , the cost 
per unit of electncity m the power house, if producing its 
own current , and the Idle Tfme records of machines com- 
pared with Overtime Records of other machines or depart- 
ments will be similarly statistical records to which the 
Cost Department can turn its attention. These methods 
used in conjunction with a debit to departments of labour, 
shop expenses, ajid spoilt material against a credit for the 
value of the work they perform will enable the costing of 
completed work to be performed upon a basis of standard 
or normal costs and the check upon the shop efficiency 
wiil be much more speedily obtained than where the 
criticism of the foreman does not come about until the job 
IS finished and the cost worked out m detail 

The valuation ^of wprk-in-progress is the one element 
wh^ch then presents difficulty arrd the <difficulty is con- 
siderably increased, in fact the system may be said to be 
impossible where the work is non-standard With 
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standard work valuation of work-in-progiess can be assessed 
by taking a conservative estimate 

Retail Branch Shops. 

Supplies to branches are usually chaiged on a Selling 
Price basis — 

(1) To facilitate checkmg of stock , 

(2) To prevent difficulty in branches exchanging stocks , 

(3) Because it is not always desirable to disclose cost 
prices 

Returns from branches to Head Office then take the form 
of summaiies of sales with cash remittances through local 
bank for the amount and Stock Account showing value 
(at Selling Price) of goods on hand 

Wages and Petty Expenses should be dealt with by 
Imprest covermg the required amount 

Managers' commissions will be based on turnover 

For financial stocktakmgs the values of actual mventones 
must be agreed with stock figure and reduced to cost 
price 

Capital and Turnover. • 

The ratio of output to capital invested m a busmess 
may be used as a standard for comparisons at different 
dates — 

(1) As regards capital laid out u? permanent form 

(2) As regards circulatmg capital represented by stocks, 
work-improgress, book debts, cash balances less outstanding 
trade habihties 

(3) As regards total mvestment, which will include 
capital account, reserves, profit and loss balance, %nd 
fixed loans 
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STATISTICAL PRESENTATION OF RESULTS 

It is a commonplace assertion that statistics can be made 
to prove anytliing, and anyone who has heard two 
debaters arguing opposite points of view from the same 
figures, one alleging that there is a concealed or undeter** 
mined element of error which entirely upsets the conclusions 
of his opponent, will readily grasp the enormous possibilities 
of miscalculation which may anse m the handlmg of 
tiiimencal records 

It IS clear that when figures are used for statistics — 

(1) They must be accurate in themselves , or 

(2) The degree of accuracy must be known , 

(3) They must be prepared in appiopnate classes 

When used for comparisons, the sets compared must 
L\actly agree in composition 

The importance of the application of these pnnciples 
m accounts hes in the settlement of tables of conj.pansons, 
whether of production, works expenses, wages m different 
departments, or in similar fields The accounts of a business 
for one period Igse much of their value if they cannot be 
compared with previous and following records Such a 
comparison will be worse than useless if the accounts are 
not prepared on exactly similar lines year by year (or 
with known alterations of method or classification which 
axe^' cleaily shown) Foi instance, a book-keeper may 
classify catalogues in one year as printing, including such 
matters as company notices , another year with advei- 
tismg, where the itei» properly belongs , or else with 
stationery, along with envelope and india-rubbers 
Indifference to correct classification may easily upset the 
validity of comparison in this way , and exactly similar 
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difficulties may anse m all compilations of numencal 
records * 

Another example may be mentioned m the booking of 
workmen's time, where some jobs are bemg done at piece 
rates and others at day wages It is important that the 
time booked to the piece work should be stated correctly 
If the employee is left to fiE his time to his jobs at the end 
of the week, there is a natural tendency for him to insert 
such time as will ensure his earning bonus on the piece 
work, thus havmg a maximum amount of his time to be 
paid at day rate Production statistics prepared from 
these recoids would then be misleading, because the 
actual production per hour on the piece work jobs would 
be over-stated, and that on the day work jobs under- 
stated The mtroduction of time clocks to stamp the time 
when each job is commenced and ended will ensure accu- 
rate records all through 

A similar position arises m stnkmg averages A business 
man very readily assumes that if he is makmg 40 per cent 
gross profit in one department and 20 per cent in another, 
he will have an average gross profit of 30 per cent, and 
that his expenses at 25 cent will leave him with a 
5 per cent profit all round , v^ereas if his first department 
with 40 per cent profit has only half the turnover of the 
other one at 20 per cent profit, his average gross profit is 
only 26*6 per cent and his net profit 1 6 per cent 

This illustration explains the disting!ion between an 
arithmetical average of numbers and a weighted average 
according to the quantities that the numbers represent 

The arithmetical average gives a true result when the 
factors are correctly comparable, e g the weights oS 50 
similar cases set out on an invoice totalling 1,4001b will 
average 28 lb per case If some of the cases are large 
cases and others half cases this result^will not correctly 
interpret the circumstmices. The number m each gfoup 
must be obtained Assunung there are 6 large cases and 
44 half-cases 



t76 


MANUAL OF COSl ACCOUNTS 


Then 6x1=6 
t4 X i = 22 

28 cases 1,400 cniK r. 

! = lb per case 

OQ ^ 

and 251b per half-case^ 

This IS an example ot weighted average, the ciitfer- 
entiating w^eight being applied to one of the factors 
Similarly, if in a factory the cost of warehousing and 
handling mateiials inclusive of storekeeping charges totals 
for 12 months to £2,100, and the weight of material handled 
amounts to 14,000 tons, the cost may be stated as 3s per 
ton , but if there are three classes of material, and the cost 
of handling is not proportionate to the weight but vanes as 
say— 

^ (nss A — C/asi B — Class C — 

2 000 tons with an S,000 tons with an 7,000 tons with an 
expense of ;^10 expense of ptr expense of £5 per 

per ton in pro- ton in proportion ton in proportion 

portion to ^5 per to £5 per ton of to ;£10 per ton of 

ton of Ch^-< C Class C Class A, or £8 pei 

ton of Class B 


then the cost of handling, etc , m each case should be stated 
as — 


A 

2,000 

X 

10 - 

20 

B 

5,000 

X 

8 = 

40-^ 

C 

7,000 

X 

5 — 

35 


14,000 



95 


;£ 2,100 
95 X 1,000 


£ 


022105 


r 


Class A — 022”t05 X = £ 22105, say, 4/6 per ton 
„ B-~ 022105 X 8 -=^ 1768 ^ „ 3/6 
„ 022105 X 5 = 1105 , 2/3 

The application of the principle is seen in detail in"' 
framing rates of expense for the shops or departments m 
a factory when the expense has to be distributed equitably 
between them, and the rates proportioned to the work 
done in each 

If for example the qxpense rates m six departments of 
a factory are respectively 7s 6d^, 4s , 6s , 2s , 4s 3d , 
Is. 9d , per hour, the oncost charged to the jobs will not be 
at the average rate of 4s 3d per hour as would appear by 
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taking the arithmetical average of these figures, but must 
be found Jby taking into account the number of hours in 
respect of which oncost has been charged , so that if the 
direct labour hours in the departments are respect^\ely 
10,db0, 3,500, 15,000, 900, 10,000, and 2,000 the true resul t 
will be found by taking the weighted average and is seen to 
be nearly 5s 6d per hour , the same averages may be 
contrasted as percentages on wages amounting to 212 per 
cent and 275 per cent 

The average is also spoken of as an anthmetical mean, 
and a series of numbers at equal intervals represent an 
anthmetical senes or progression, a feature of the senes 
being that any two consecutive numbers differ by a common 
difference 

In a senes of numbers where the ratio of each term to 
the next in ihe series is constant a geometncal progression 
occurs It IS illustrated in the accumulation of compound 
mterest and other progressional mcreases, where the 
increment is m constant proportion The value of ^flOO 
at 10 per cent. 


Example (1) — 
in one year is 


/lOO X 


no 

100 


in two years it will be (^£100 x X X 

/no\^° 

so that in ten years it will be ;fl0e X ( yoO/ 


The increase occurs in geometncal progression and the 
values at the end of each year form a geometrical senes 
The total value at the end of the ten years is ohtamed^ost 
conveniently by the use of loganthms and is shown to be 
100 X 2 594 =: £259 8s Od 

(2) Similarly, if a sum of £100 is to paid in five yeais 
in repayment pi a pjgesent loan hi £50 the yearly rate of 
compound interest will be the ratio of the geomStncal 
senes at yearly intervals The senes for the five years 
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IS found by taking the fifth root of the ratio between the 

/ — — 

first and last terms of the series, that is / — which will 

V 50 

givcf the ratio of the terms of the senes , so that the ftate 
per cent ol the annual increase at compound interest 

IS — 


X 100- 100 

V so 


U48 X 100- 100 
— 14 8 per cent per annum 

(3) \ Sinking Fund is required to amount to £10,000 
in 10 years, the annual instalment and interest being 
invested at 5 per cent per annum If the yeaily sum to be 
provided is represented by £X, then the summation of the 
geometncal progression shows that — 



105 ' 
100 " 


j^A X 1) 

05 

X (J 02 ) - 1) 


^ /U ,000 


== £10 000 

«= £10,000 X 05 
^ £500 
629 

£795 nearly 


(4) It IS required to find the value of a Plant costing 
£100,000 m 20 years if % per cent per annum is adopted 
as a yearly rate of depreciatv^n on the diminishing 
value 

96 

In the senes of yearly values £100,000 £100,000 X Yqq £100,000 
/ 96 

X ( 1 the term at the end of the 20th year will be — 

100.000 X 

“ 100,000 X 4426 
= £44,260 

The geometric mean of two quantities is found by taking 
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the square root of their product The insertion of a senes 
of geometiric means between two quantities is shown m 
the above example (2) by the finding of the common ratio 
according to the number of terms required 

The geometric mean is always less than the arithmetical 
mean for the same numbers and so may be more con- 
vemently adopted for contrasting tables of averages 
where the extremes are widel}^ divergent 

Another form of variation in a senes of statistical data 
IS that of harmonic progression which occurs in the accelera- 
tion of velocity or regular -variation of motion It ma-y be 
illustrated by an example of a motorist, who, in tra^ elhng 
a distance, covers the first part of the journey at 10 miles 
per hour, the second part at 20 miles per hour, the third 
part at 30 miles per hour, and the fourth part at 40 miles 
per hour The average rate of travelling is not 25 miles 
per hour, but 19 2 miles To find the harmonic mean of 
10, 20, 30, 40, forming an aiithmetical progression, the 

^ 1 1 1 , 

harmonic scale — + — + — I — r is used and - of this 
10 20 30 40 4 

total gives — — So that IS 2 is the harmonic mean of the 

it/ ^ 

senes Iglarmonic vanation also occurs in vibrations of 
sound waves 

Other expressions which are used m connection with 
the tabulation of statistical data — 

(1) The Mode is the ^oup in a series which contains 
the most numerous examples It is not a specific example 
which IS exactly determinable like an arithmetical average, 
but is the group as a whole into which the largest number 
of examples fall 

(2) The Median is again not the arithmetical average 
but IS the example m the senes which Occurs at the centre 
point midway , between the two' extremes It is thus 
different from the mode and to find it the centre point 
of the senes must first be determined and then the 
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example occurring at that point must be found or 
estimated 

In a similar way to the determination of the Median, the 
Quantiles are placed at points midway between the Median 
and the extremes of the senes and are similarly found 
other terms m a senes are referred to as variates 
These points are particularly useful m dealing with large 
numbers such as statistics of population, emplo5TOent, 
wages, etc 

In the tabulation of records dealing with the purely 
statistical side of a business, it is no less important to handle 
the figures so that they will present a correct view of 
affairs The same applies to curves and diagrams when 
used for illustration purposes These may give an exag- 
gerated impression if faultily drawn in the setting out of 
the scale or in the methods adopted 

It is essential that the horizontal and vertical scales 
should be measured in equal gradations from the start to 
the finish of each scale, and for the purposes of companson 
it IS preferable to arrange the scales so that several senes 
can be tabulated rather than to show independent diagrams, 
when different scales render* companson difficult The 
records should progress across the diagram upwards and 
from Jeft to nght Where the figures to be tabulated are 
not in respect of equal penods m each case, the periods over 
which the figures are* tabulated must be proportioned 
accordingly so tl'^at an equal period of time (e g in the 
case of fluctuations of business or population, etc ) is 
represented by a similar space at any portion of the* 
diagram 

Piagrams may be drawn to represent not only fluctua- 
tions between individual groups, but to show the cumula- 
tive effect of fluctuations as the penod progresses , or the 
object of the dia^am may be to show the trend of the 
statistics, and in that event a better presentation is made 
by averaging several penods to obtam each point on the 
diagram and a smoother curve results 
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Another very common source of error is the readiness 
with whicTi many busmess men accept special tests '' 
of work done as a safe basis for calculating results So 
man^ factors enter into the problem in a case like# the 
making of a special test of work m a factory, that even 
if frequently done, these will often be entirely unreliable 
owing to the prevalence, at the time, of necessarily 
unrepresentative conditions not applying to the factory as 
a whole , for example, in respect of such matters as time 
lost between jobs , time fixing or prepanng machines , 
occasional faulty matenal and other similar causes Thus, 
it IS essential, m building up an approximation of the 
whole from a few selected factors, to have all the conditions 
fairly represented m the factors , any faults being magni- 
fied in proportion to the degree to which the conclusion is 
expanded 


Weekly Summary 

In most businesses a weekly summary is found useful 
showing — 

{a) Sales in each department for the week and the 
corresponding week of the previous year , 

(6) Total sales for the quarter to date, vuth similar 
comparisons of previous years , 

{c) Statistics of quanUUes m detail of each product 
turned out, where these he produced^ 

[d) Departmental cost and profit summanes, if obtainable, 
week by week , 

{e) Statement of Sundry Book Debts, shoving in an 
3-ggregate account the balance at the commence^fuent 
of the week, sales debited for the week, cash and 
discounts and other credits for the week and aggregate 
balance , 

(/) Similar ^tatem^nts of Bank Account and Sundry 
Creditors , 

(g) Accruing habihties 
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Use of Diagrams. 

Diagrams should be made use of to emphasize — 

(1) Comparisons between groups , e g Areas propoi- 
tionoid to Population and shaded to show Irade dftne 



Comparisons or Two Areas Canvassed e\ Salesmen 


A Having Population, 50,000, WeeUv Sales Value, ;^^I,000i 
12 per 100 Population 

B Hum ig Population, 100,000, Weekly Sales Value, ^1,S00, 
3^1 lOs per 100 Population 


(2) The composition of a group or similar groups , e g 
Character and Proportion of Trade done in an Area 
comparing diferent Periods 



Per /lOO S\les 

Diagram snowing composition of Trade done in January and 
February ^ 

(3) The variations oin a senes of similar records at 
successive dates , e g Wages and Expenses , with Expense 
fluctuations expressed as percentage on Wages 
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Jan 

Feb 

Mar 

April 

May 

June 

July 

Aug 

Sep*^ 

Oct 

Nov 

Dec. 

Wiges # 

Expenses 

Percentage 

5lfo 

550 

ito 

£ 

600 

600 

100 

£ 

550 

650 

118 

£ 

650 

600 

92 

£ 

600 

700 

116 

£ 

700 

750 

107 

650 

750 

115 

j 

£ 

750 

700 

93 

£ 
700 
800 
lu ! 

£ 

800 

850 

106 

£ 

950 

^850 

89 

£ 

850 

800 

94 



(4) The vanations betweeji two or more senes , e g 
Sales during different periods 

'’jan Mat Apl Mai{ June Jultj Aug Sept Oct Nov Oe c 

£20,000 
£ 19,000 
£ 18,000 
£ 17,000 
£ 16,000 
£ 16,000 
£ 14,000 
£ 13,000 
£12,000 
£11,000 

(5) Comparisons in three relatiois wh^ch can be com- 
bined geometncally, eg Sales per traveller per 1^000 
population in different areas 
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B. 



Comparison of Two Areas Canvassed by Salesmen to Shoat 
Sales per Traveller per 1,000 Population 

A Populatioii, 50,000 j Sales, ;£1,000 , Travellers, 10 j Sales 
per Traveller, ;£100 

B Population, 100,000 , Sales, ;fl,800 , Travellers, 15 j Sales 
per Traveller, ^120 

A Sales per 1,000 Population, /20 ; Sales per Traveller per 

1 , 000 , £2 

b Sales per 1,000 Population /18 ; Sales per Traveller per 
1,C00, £l 4s 
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EXAMINATION QLESTIONS 

Institute of C haltered Accountants 

(1) When closing the accounts of a manufacturing business 
how should the value of work-m-progress ” be arrived 
at ^ Briefly describe a type of business with which you 
are famihar and state how the value of this asset is ascer- 
tained When the valuation has been made how would 
you require it to be dealt with in the accounts you are 
asked to audit ^ 

* (2) From the following information prepare Pig Iron 

Production Account showing the cost per ton of each class 
of expenditure and of the pig iron produced — 

Sundry Stores on hand 1st July, 192S — Coi^, ^4,720 , Coke. 
;£3,580 , Limestone, , Ironstone, ;^3,930 , Sundries, £2,100 

Purchased dunng the year — Coal, ;^21,880 , Coke, ^29,^70 
Limestone, £5,030 , Ironstone, £18,600 , Sundries, £7,810 

Sales of Slag, £10,000 , General Works Charges, £4,400 . Wages, 
£17,600 , Production of Pig Iron, 32,000 tons 

Stocks on hand June, 1926 — Coal, £3,800 , Coke, £2,650 , Lime 
stone, £1,730 ; Ironstone, £3 42® , Sundnes, £2,910 

(3\ Show an account for distnbuting power, ^ight, and 
heat expenses, mdicatmg the items affecting this account, 
and discuss the basis of allocation (1) of the total charge 
over the departments, (2) of the departmental charges 
over the costmg units 

(4) Draw up a system of Cost Accounts fur a building* 
contractor and show how they would he co-ordinated 
with the financial accounts of the business. 

(5) You are asked to consider and report upon the 
costmg system employed by a manufacturer of cycle 
accessories , mor^ particularly as to whether the interest 
upon capital and loans should be«. taken,, into account in 
arnvmg at costing results 

Report briefly upon the latter point 

186 
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(6) ?V pencil manufacturer makes two types of pencils 
“ Black '' ^nd Coloured ” They undergo two processes, 
factory and finishing Raw materials used m the factory 
and general expenses are apportioned in the ratio of output 
of eath class , the output in 1926 was 24,000 gross Black 
and 8,400 gross Coloured , the actual cost of labour for 
each process is ascertained , other charges ” for each 
processes are apportioned in the same ratio as labour for 
that process , fimshing materials are apportioned m the 
ratio of finishing labour From the followmg particulars 
prepare a statement of the cost per gross, in shilhngs and 
pence of each item and each process m the cost of manu- 
facture , and the profit per gross if the selling paces are 
and 19s respectively 


Factory Raw Materials, Opening Stock . 3,680 

,, M Purchases 10,710 

,, „ „ Closing Stock 4,940 

,, W^ages, Black 4,200 

M Coloured . 1,365 

„ Charges 3,710 

Finishing Wages, Black 2,000 

„ Coloured , 560 

,, Raw Matenals, Opening Stock 720 

, „ „ Pur^jhases 3,370 

„ „ „ Closi^ Stock . . 890 

Charges 1,920 

GenerarExpenses • 3,645 

• 


(7) A, who commenced business on 1st July, 1925, as 
a piano manufacturer places before yox^ the foUowmg 
mformation and asks you -to prepare a statement showing 
the profit per piano sold (chargmg labour and material at 
actual cost, works oncost at 100 per cent on labour and 
office oncost at 25 per cent on works cost), and statement 
showing a reconciliation between the profit, as shown t>y 
the Cost Accoxmt and the profit as shown by the Profit 
and Loss Account for the year ended 30th June, 1926 
Two grades of pianos are manufarctured and are known 
as No 1 and Kg'" 2 There were no pianos m stock or in 
course of manufacture on 30th June, 1926 

13— (1765) 20 pp 
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Average Cost of Materials, per Piano No 1 10 

.. No 2 ^ 8 


„ „ of Labour 

^ Finished Pianos Sold, Ko 1 
.. No 2 

Sale Price of Pianos, No 1 
„ No 2 

The Works Expenses were 
The Office Expenses were 


„ No 1 19 

No 2 14 

118 

205 

75 

55 

5,240 

3,166 


You are required to prepare the necessary statements, 
showing the actual profit for the year 

(8) The Paper Products Company, Ltd , owns — 

A paper mill, all the output of which is sold to the 
factory at 10 per cent above mill cost pnce 

The factory which sells all its output to the selhnf 
department at 10 per cent above factory cost pnce 
The selhng department 

From the foUowmg figures calculate {a) the factory cost 
of output, showing the proportion “ paper ” bears to 
“ other goods, wages and charges , {h) the profit made 
by the company in the year , allowmg for (c) the reserve 
required to ehminate the unrealized profit on increase in 
stocks m the year, assuming that the sellmg department 
increase is in the same proportions as m (a) 


» «rt 

Factory — £ 

Opening Stock on Hand, Paper 18,700 

,, „ ^ Other Goods 14,800 

Paper Purchases from Mill 73,300 

Other 0000*1, Wages, Charges, etc 43,900 

Closing Stocks on Hand, Paper 24,200 

„ „ „ Other Goods 13,500 

Sbuung Department — 

Opening Stocks on Hand * 27,400 

s£es . 148,000 

Wages, Charges, etc • • 16,400 

Closing Stocks on Hand ^ - 37,300 


(9) What are t^ie pnnciples of Process Cost Accounts ^ 
Illustrate your answen by means of pro forma accounts of 
a oanufactunng busmess to whicfi Process Cost Accounts 
could apply with advantage 
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(10) From the point of view of Cost Accounts discuss 
and compare the practice of pa 5 ning wages — 

{a) On the piece-work system , 

^h) On the day-work basis , 

(c) On the bonus or premium system 

(11) Submit Si pro forma Manufactunng Account of any 
business with which you are famihar, drafted to facilitate 
the ascertainment of — 

(а) Prime cost , 

(б) Factory cost , and 
(c) Office Oncost 

(12) Explam the circumstances in which the following 
alternative methods of allocatmg oncost are suitable — 

1 Percentage on direct wages 

2 Rate per hour on direct time 

3 Rate per hour on machine time 

4 Rate per hour on machme time to cover machine 
expenses, and rate per hour on direct time for other 
expenses 

5 Rate per unit of output 

6 Rate per cent on pnme cost 

(13) You are Auditor to^a Limited Company which 
manufactures and repairs motor cycles The directors 
have mstructed you to extend your audit to the costing 
records 

Upon attending at the Stores Department you find — 

(a) That invoices representing good^;'* purchased are 
handed to the storekeeper when the goods amve 
(&) That particulars of goods received and issued are 
entered by the storekeeper m a ** Stores Book,'' no 
other record being kept 

(c) That stores are issued to foremen upon verbal 
request 

(d) That the storekeeper is alloweS to order goods 

direct if under ^10 in»value ^ 

{e) That stores '' left over " from jobs are replaced in 
the store-room bms by the foreman concerned 
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If you do not approve of the system of store keeping 
descnbed above, make suggestions for its improvement 
(14) A Company carrying out large contracts, kept 
separate accounts for each Contract in its Contract Ledger 
This Ledger showed the following expenditure in connection 
with Contract No B497, as on 31st July, 1926 


Matenals Purchased 


„ from Store 

Plant from other Contracts 

8,674 

12,520 

„ Purchased 

3,619 

Wages 

63,524 

Direct Expenses 

1,915 

Proportion of Establishment Charges 

7,619 

'^145,823 


The Contract, which was commenced on 1st February, 
1926, was for ;^295,000, and cash had been received amount- 
ing to £110,950, which was the full amount certified, less 
20 per cent retention money The work was certified to 
31st July, 1926, when it was half completed, and matenals 
on the site were valued at £8,747 
A Contractmg Plant Ledger was kept m which deprecia- 
tion was dealt with month!/, the total amount of which 
was £1,419 in respect of Plant on Contract No B497 
You axe required to prepare an account showing the 
profit, if any, to date , and to state what amount should, 
m your opinion, be '"taken into consideration in the 
Company’s accoimts for the year to 31st July, 1926 
(15) Prepare a Wagon Revenue Account for a concern, 
comprising a colliery and brickworks, which owns railwa/ 
wagons, used — 

(a) To carry coal from the colliery to customers 

(b) To carry bricks from the bnckworks to customers 

(c) To carry coal from the colhery to the bnckworks 

{i) To carry bnck^ from the bnckworks to the coUiery 

(^16) A Limited Company owns^ and works deposits of 
clay and coal The clay is used in the manufacture of clay 
ware and earthenware, and the coal required for finng 
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kilns IS obtained from the Company’s Colliery Surplus 
coal IS disposed of in trading 

It IS important that the results of Colliery and Clayware 
Degartments be distinguished 

Discuss the pnnciples governing the fixmg of the price 
of coal used in the Clayware Department 

(17) In return for a wayleave granted by B Co , A & Co , 
Ltd , which company pumps water (with an electncaUy 
driven pump) and generates electricity for its own require- 
ments, agrees to supply the B Co with water and elec- 
tricity at cost price, the cost to be certified by you as 
Auditor of A & Co , Ltd 

The water and electncity are metered and you find — 

1 That the cost of pumping, other than electncity 
consumed, amounted to ;^250 

2 That the cost of electricity, other than water 
consumed, amounted to ;^4,950 

3 That the water pumped had been distributed as 
follows [a) To the B Co , one-fifth , [b) To the Electrical 
Works of A & Co , Ltd , three-fifths , (c) To other 
departments of A dr Co , Ltd , one-fifth 

4 That 500,000 units of electncity had been generated 
and used as follows [a) By the B Co , 100,000 units , 
[h) By^ the Water Pump, 100,000 ‘units , (^;) By the 
Electrical Works of A & Co , Ltd , 100,000 umts , 

By other departments of A &Co , Ltd , 200,000 units 
Prepare accounts showing the cost (jP water and elec- 
tricity respectively, and the charges to be made for each, 
’ to each consumer 

Soc%ety of Incorporated Accountants 
and Auditors 

(18) Do you consider it advisable that there should be 
agreement between the financial and Costing records of a 
busmess ^ Giv^ reasoms for your answer, and explain what 
alterations would be necessary to the financial records of 
purchases and wages m order to effect agreement 
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(19) You are required to select a manufactured article 
with which you are familiar, and^ — 

1 To frame a cost sheet giving the details which 
erfter into the cost of production 

2 To explain the basis upon which the oncost expenses 
have been apportioned 

3 To describe the audit you would conduct when 
checking the cost sheet 

(20) What steps should be taken to provide a continuous 
check on the Stores and the Storekeeper 

(21) How far, and m what manner, do standard costs 
become a factor m the management and control of a manu- 
facturmg company ^ 

(22) Works A and Works B are under one control, and 
manufacture one commodity It is desired to ascertain 
the comparative cost of manufacture at each works 
Describe the steps you would take in order to carry this out 

(23) A chent who has four different manufacturing 
departments, A, B, C and D, contammg 12, 10, 8 and 6 
machines respectively, asks for your advice in assisting him 
to arrive at a basis of costing Ihe machines, though 
uniform in each department, differ m size and capacity 

From his last year's Tracing Account you extract the 
following information — ^ 

£ 

Productive Wages 20,000 

Material Used ^ 15,000 

Expenses ^ 15^000 

r 

,^ 50,000 

2.500 

1.500 
250 
750 
500 

2.500 

2,000 

2.000 

1,000 

1.500 
500 


The expenses consist of the following items — 

Rent and Rates 
Power 

Light and Heat 
Repairs and Renewals 
Insurance 
Interest on CapitS-l 

Depreciation , 

Salaries ^ ^ , 

Kon-Productive Wages . , . * 

General Expenses 
Discounts , 
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Your investigation shows that the first seven items of 
expense, alnounting to ;^10,000, should be charged direct 
to the departments in the following proportions A, 50 
per <;ent , B, 25 per cent , C, 12| per cent , D, 12^^er 
cent The remammg four items, amounting to ^^5,000, 
should be treated as mdirect expenses, and should be 
charged to the departments as follows A, 35 per cent , 
B, 35 per cent , C, 15 per cent , D, 15 per cent 

The wages of the departments were A, £7,000 , B, 
£6,000 , C, £4,000 , D, £3,000 , and the matenals used 
in the departments were A, £5,000 , B, £5,000 , C, 
£4,000 , D, £1,000 

Find the total cost of production of each department 
and the hourly rate of expense of each machine, reckoning 
44 hours per week and 50 working weeks to the year 

(24) Make a suggestion for dealing with the depreciation 
of a plant, which, costing £1,000, has an efficient life of 
ten years, and then has a scrap value of £200, and give 
arguments for and against the adoption of the various 
methods 

(25) What are the principal methods of estimating and 
distributing overhead expenses m costmg accounts^ To 
what special type of industry would each system be most 
appropnate ? 

(26) Devise stock keeping systems for the following 

concerns — ^ 

[а) A pianoforte dealer , (c) A brass 'Jounder , and 

(б) A general draper , {d) A general merchant 

What do you Icnow of continuous methods of calculating 

stock ^ 

(27) Give draft of statistical information which should 

be kept by a large stores with, say, 100 departments , and 
for what reasons would you refer to such statistics for 
audit purposes ^ ^ 

(28) {a) What% tests can be applied so as to ensure ^the 
accuracy of Cost Accounts ^ 

(&) What steps would you take as Auditor to check 
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the accuracy of calculations arrived at through the costing 
accounts * 

(29) Explain the procedure of continuous stocktaking 
an<^ its advantages over an annual stocktaking ^ 

(30) How would you satisfy yourself that the amounts 
appeanng under the head of Materials and Stores allocated 
to “ Works Repaiis " and “ Standing Orders were 
substantially correct ? 

(31) [a) Write a careful account showing how wages are 
dealt with in costing systems, specially dealing with cases 
of varying efficiency and abnormally-employed labour, 
where some men are employed on piece-work and some on 
fixed wages What part will the superintendence of labour 
play in your system of costing ? 

(6) State the methods you would apply to secure the 
ptoper allocation and charge of day and night piece work 
labour costs to articles of production 

(32) You are instriicted to report on the accounts of 
a large bakery establishment for the purpose of ascer- 
taining the cost of production of bread With a view 
to the comparison of results you are instructed to base 
your calculations on the cost^of production of a quartern 
(4 lb ) loaf You find tha^ your clients do not make 
quartern loaves but only lib and 21b loaves in the 
proportions of 3 to 2, and that the actual weight of dough 
required to make a 1 ih loaf is 1 25 lb , and a 4 lb loaf 
4 50 lb What f 9 commendations^ do you make in order to 
render your report of value for statistical comparison ^ 
In your answer you may assume that the total weight 
the dough produced is 1,521,0001b 

!f33) Draw up a ^ro forma trading account suitable for 
any one of the following businesses, namely {a) woollen 
manufacturer, (b) prmter^ (c) steel manufacturer, mar- 
shaihng the items 'in such a manner as to adapt them for 
the purpose of ascertaining (i) j^nme €?ost, (n) factory 
oncost or overhead charges, (ui) administrative charges, 
and (iv) selhng expenses 
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(34) In many cases it is difficult to locate accurately 
cost of pioduction to definite articles or products, as foi 
example (a) Pioduction from a slate or stone quarry, 
where various grades and qualities of slates or stoiieB are 
obtained from one mass or block, the grades being sold at 
varying rates according to the size and quality , (b) Gas, 
coke, tar, and ammoniacal liquor from carbonized coal 
State what particulars would guide you in allocating the 
cost of production m the two cases named Should by* 
pioducts be charged with any poition of the material 
costs or costs of production ^ 

(35) A biscuit manufacturing firm only estimates the 
cost of production of the articles manufactured by it, and 
dpes not attempt m any way to verify their accuracy by 
balancing the estimated costs of production of all articles 
with its general trading accounts You are requested to 
examine a detailed cost sheet of this firm of a specified 
biscuit and to state whether m your opinion the estimated 
costs aie approximately accurate or otherwise Point 
out the methods you would adopt in venf 5 nng the costs 
submitted, and the basis on which you would suggest the 
'' factoiy oncost should be applied 

(36) I^ow would you asceitain whether the total oncost 
or overhead factory charges of a factory for a given penod, 
had been propeily and fully absorbed m the costs of pro- 
duction for that period ^ Would you object — as an auditor 
— to the addition of a percentage of faotoiy oncost to the 
work-in-progress at date of making up the annual accounts ^ 

London Assoctation of Accountants 

(37) What is the difference between — ^ 

1 Prime Cost , 

2 Cost of Production ^ 

(38) Define— 

1 Output^' or Sffigle Cost Accounts , 

2 Working Cost Accounts , 

3 Departmental Cost Accounts, 

13a--(1765) 
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4 Multiple Cost Accounts , 

5 Process Cost Accounts 

* (39) The following is the Trading iVccount of a manu- 
facturer fiom which you are desured to ascertain (^)«^the 
cost of materials used , (6) the value of the output of 

manufactured goods 


Dr 


To Stock — 
Finished Goods 
Raw Matenal 

Purchases 
„ Wages 
„ Cam igp 
„ Gross Profit 


TRADING 

ACCOUNT 


Cf 

r r 

Dy S^-les 

£ 

£ 

52,500 

5 000 

„ Stock— 


1,500 

Fint-^hpd Goods 

4,S75 


b,500 

15,000 

Raw Materials 

> 1,750 

6,125 



25,000 

1,250 

10 875 




£58,625 



£58,625 




(40) The following account appears m the Impel sonal 
Ledger of a firm of contractors Wliat is the object of 
this account, and what does it represent ^ 


COST BOOK ACCOUNT 


1926 


£ 

1926 

1 


£ 

Jan 1 

To Balance 

2,000 

Dec. 31 

By Contracts 

and 


Dec, 31 

I , Matenals from 



Charges 


35,000 


Stock 

16,000 

f 

, Materials returned 


„ Wages 

12,000 


to Stock 


1,400 


„ Sundnes — Cash 


f 

„ Balance 

earned 


Payments 
, Proht and 

100 


down 


2,600 


c Account 

8, WO 







£39 000 




£39 000 


1 







(41) Into how fiviny classes may Factory Cost Accounts 
be divided ^ State the objects of each class. 

(42) [a) Into how many classes may indirect expenses- — 
or oncost — ^be divided ^ 

(61p Give examples of expenditure of each class 
(c) What are the two prmcipal methods by which 
oncost may be allocated over vanous contracts ^ 

^ (43) {a) From th^e following details taken from the 
books of an iron company, prepare^^an account showing 
the cost of the pig iron manufactured durmg the year 
ended 31st Pecember, 1926. 
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Stock at 

Stock at 


Isi Jan 

315^ Dtc , 


1926 

1926 

r 

Limestone 

i 

300 

£ 

J35 

Cossl and Coke 

2,400 

IJ/OO 

Iron Ore 

1,400 

1,690 

Purchases — 



Limestone 

4,000 


Coal and Coke 

39,000 


Iron Ore 

17 000 


Wages 

16 000 


Carnage Im\ardb 

2,100 


Repairs, Renewals and Depreciation 

4 200 


Output 

50,000 

tons 


(5) What was the gioss prolit on sales ot pig iron 
during the year ^ The stock at 1st January was £40,000 
and at 31st December, £27,500, the sales being £135,000 
^ (44) The following particulars relate to the ye^i ended 
30th September, 1926, and are from the books of a 
malleable ironfounder, making only small castings The 
sales amounted to £28,000 


Stock of Finished and Partly Finished Goods at 1st 
October 1925 613 

Stork of Finished Goods and Partly Finished Goods at 
30th September 1926 430 

The Net Manufacturing Cost amounted to 19,700 

Finishing Goods Warehouse Salaries and Packing 
Materials amounted to * 1,418 

The total ^f the Distnbution and General E^cpenses was 2*660 


(а) State the gross profit and the percentage to sales , 

(б) State the net profit and t];ie percentage to sales , 
(c) According to these figures what percentage should 

be added to manufacturing cost to cover warehouse oncost ^ 
(£?) And what percentage should be added to that 
result to cover general and distribution expenses ^ 

Institute of Cost and Works Accountants o 
(45) Give your views as to the respective merits of a 
perpetual inventory system and physical stocktaking, and 
state when and for what purpose either of these can be 
rehed upon without ?-esortmg to the other Under owhat 
conditions would you consider an interim physical stock- 
taking necessary^ 
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(46) How would yon deal with the cost of patterns in 
your cost accounts ^ 

(47) Desciibe a system of control and records for use in 
conTfection with coal or slack in an industry which 
consumes it m large quantities 

(48) Formulate a system m outUne by means of which 
the cost of production of by-products could be ascertained 

(49) From the following figures draft a form of Weekly 
Cost Sheet for a foundry — 


Production 330 cwts good castings 

£ 

s 

(I 

Sand 

s 

- 

~ 

Limestone 

57 


- 

bundrv Stores. 

IS 

- 

_ 

Coal 

94 

4 


Pig lion 

276 

- 

- 

Scrap 

51 

- 

- 

Wages D*recL 

120 

- 


Rent and Rate 

47 

S 

- 

Other Expenses 

Wages Indirect -- 

17 

8 

- 

Corernakers 

24 

- 

- 

Foreman 

30 



Dressers 

30 

- 

- 

Other Wages 

27 

- 



£792 - - 

r 

(50) A. firm of engineers are desirous of tendering for 
the erection of a suspension bridge From the followmg 
estimated figures prepare a statement showing the total 
cost, and also the sumVhich they can quote in order to 
obtain a net profit of approximately 9 per cent lotal 
cost of materials required ^^5,000, labour £S per ton on 
600 tons, carnage freight, and insurance, 600 tons at 
25s per ton, erection £2 5s per ton, use of erector*s 
plarft and tools, £200, travelling expenses £450 Works 
expenses 50 per cent on labour, estabhshment and 
general expenses 20 per cent on labour 

(51) Describe a methpd for controlling minimum and 
maximum stocks of raw matenals ' 

(52) Desenbe a method that will enable you to auto- 
matically ascertain, at the end of each month, the values 
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of materials and work-in-progress Show the accounts 
used ancT make the final entries necessary for balance 
sheet purposes 

(53) The following statement of expenses is taken ^lom 
the books of a manufacturing company Divide the Estab- 
hshment Expenses under the followmg headmgs, stating 
the method upon which you would base 37our rates and 
reasons for so doing — 

[a) Machme Rate (c) Sales and Distribution 

(b) General Works (d) Administrative and Financial 


Rent, Rates, and Taxes 

;41,000 

Repairs and Maintenance (Plant and Machinery) 

596 

,, , (Buildings) 

482 

Fuel 

540 

Gas and Watei 

195 

Electrical Power 

811 

Matenals used 

102,418 

Maintenance of Patterns 

618 

Wages 

48,017 

General Shop Supplier 

311 

Interest on Loans 

281 

Storekeeping 

225 

Bad Debts 

176 

Works Management 

323 

Depreciation {Bmldings) 

1,640 

Foremen, Labomers, Timekeeping, etc 

1,418 

Depreciation (Plant and Maclfinerv) 

3,000 

Camag# Inwards 

257 

,, Outwards 

530 

Commissions 

195 

Drawing Office and Supplies 

786 

Travelling Expenses 

462 

Designing and Estimating 

578 

General Expenses • 

430 

Management and Secretarial 

950 

Advertising and Literature 

250 

General Ofiice 

776 

Stationery 

87 

Rates, Taxes, and Insurance (Office Propertv) 

430 

Branch Expenses 

1,278 

Sales 

173,510 

Productive Hours worked 397,500 hours 


Value of Work in Progress — 

At Commencement oj Period At End of Period ^ 

Labour Mtls Estab't Exps Labour Mtls Estab’t Exps 
^14,701 ;^n,068 ;fl3,408 ;^13,041 ^017 £12,101 
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(54) Explain very fully the following — 

(a) Should Interest on the Capital Outlay in Plant 
and Machinery be included in Establishment Expenses ^ 

(bf If so, under which heading (m question SS) weruld 
you include this item and why ^ If not, give your reasons 

(55) Give details of a method of arriving at a '' Machine 
Rate ” and in particular how you would incorporate the 
undermentioned items of expenditure in such rate — 

(fl) Depreciation of Buildings {c) Small Tools 

(b) Cost of Power (d) Shop Supervision 

Wages 

also state how you would apply the rate so arrived at, to 
your cost accounts ^ 

(56) On completion of a Reconciliation Statement of 
Factory Expenses and Oncost at the end of the Accounting 
Penod it is found that the total charges for Factory 
Expenses or Oncost have not been completely absorbed 
m the Cost Accounts State how you would deal with 
the balance in question 

(57) In the majority of factones where small parts, 
such as bolts, nuts, screws, etu , are consumed m great 
quantities over a period of, &.y, 12 months, also certain 
standaj^d raw materials are usually charged in costs 
by weight, the purchase pnce for these items will vary 
greatly dunng this long period Descnbe any special 
method you consf^^r wiU be necq^sary to ascertain and 
regulate the pnce at which the above items should be 
charged in your cost accounts in order to obviate any great 
difference when comparing the total value of stocks on 
hand, as against stores purchased and issued 

(58) In a factory workmg departmentally and manu- 

factunng its own tools (and using same) would you consider 
that to make tools is ](5roductive or otherwise ^ State reason 
and ijpmt of view • • 

(59) State how you would deal with each of the foUowmg 
items m your cost accounts and which items you would — 
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ia) Include in your Establishment Expenses or 

Oncost 

[h) Charge to Capital 

(c) Charge to Revenue 

Give reasons for your answers 

1 Expenses of WeEare Department 

2 Employers' Liability Insurance 

3 Experimental Expenses 

4 Carnage inwards 

5 Renewals to loose plant and tools 

6 Debenture Redemption Fund 

7 Patents Expenses 

8 Waiting and Idle Time 

9 Share Transfer Fees 

10 Fire Insurance Premiums 

1 1 Bad Debts and Bad Debts Reserve 

12 Insurance — Old Age Pensions 

(60) Draft a final cost summary sheet for use in connec- 
tion with the management of mechanically propelled trans- 
port vehicles, and explain how you would obtam all the 
information required therefor What checks would you 
employ to prevent wrong information bemg returned ^ 

(61) How would you proceed to provide for the con- 
tmuous nlieasurement of labour efficiency in a factory with 
which you are acquamted ^ 

(62) In the generation of electnc^ energy there are three 
distmct processes [a) Coal transport-* and handlmg, 
{b) Steam generation , and (c) Utilization of steam m the 
production of the electrical energy 

Part of the electncal energy which is finally produced 
IS consumed (m unequal and varying amounts) m each of 
these three processes, so that the ultimate net output is 
the total amount generated less that used m the three 
processes State the method you would adopt in order 
to show the true cost qf each proceSs having regard to these 
facts Prove your answer with assumed figures 

(63) At the end of the financial year there is a discrepancy 
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of i 1 per cent between your Raw Matenal (Tontrol 
Account balance and the totals (proved correcif as far as 
addition is concerned) of the balances of your Matenal 
Leciger Cards You are instructed to investigate^ the 
accounts State how you would proceed and enumerate 
all the possible causes of the discrepancy 

(64) In some cases workers are engaged upon an opera- 
tion in which they deal with vanous types of product, 
it not being practicable to determme the actual time 
spent in connection with each How would you pioceed 
to obtain reliable labour costs m such a case ^ 

(65) How would you treat overtime pay in arriving at 
the labour cost of a job or article ^ 

(66) Owung to trade conditions, a department of a 
factory is working to 40 per cent of its normal capacify 
State how you would propose to deal with the standing 
expenses of that department when costing its products 

(67) In most industries where order costmg is apphed, 
there is to be found one class of operation or one depart- 
ment m which the methods of allocation of time and 
material as apphed to the rest of the factory cannot be 
employed Examples are the* electro-plating department 
of a general engmeermg works, the ammonia stove of a 
waterproof garment factory, the steammg charfiber of a 
dye house, the bakmg oven of a biscuit factory Desenbe 
how you would calculate and distribute the cost of running 
one of these departments, or of a similar department, of 
which you have first-hand knowledge Criticize the value 
of your method 

(68) The labour employed on certain operations m 
engineering shops, e g welding, hardemng, enamelling, etc , 
IS often of such small dimensions as to make it impracticable 
to charge it direct to Job Orders What is your recom- 
mendation for deahng with such charges ^ 

(69) Havmg determmed maximunj, and igpinimum stocks 
m a large store, what is the machinery which should be 
used to ensure its automatic operation ^ 
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(70) 'It IS decided to distnbute workb oncost by means 
of two separate rates, one on direct labour and one on 
direct materials In arriving at these rates state how you 
would allocate the various Oncost expenses between tjiese 
two sections 

(71) Do you consider it essential that the whole of the 
general or overhead expenses should be absorbed in pro- 
duction cost regardless of the volume of production dunng 
the penod concerned ^ 

(72) A firm has two plants manufacturing the same pro- 
duct, and decides to close down one of these plants and 
transfer the production to the other Outlme the features 
you would expect to make in a report on the probable 
saving m cost of production consequent on the proposed 
sfep 

(73) A firm produces toy engmes and motor-cars which 
are stamped out of tm plates, assembled and sometimes 
pamted, and desires to ascertain its profit and loss to date 
on each runnmg contract As it is their busy season, 
they cannot stop work for a physical stocktaking Is it 
possible to obtam the required information ^ If so, explain 
exactly how they should pijoceed to get it 

(74) A factory with seven* departments puts in hand a 

large mtSmal repair ]ob, utihzmg most* of the departments' 
labour, and finally the job is fixed in one of the departments 
with its own labour How shoul^d this be dealt with in 
the accounts ^ * 

(75) Assummg a grant of £10,000 to have been made 
for new constructions to be carried out by a firm's own 
staff , that on completion the cost was found to be £12,000, 
due in part to the lack of proper equipment, and that the 
work could have been contracted for outside at £^,000 
What, m your opinion is the figure which should be added 
to the Capital Account ^ 
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MODEL FORMS 




PRACTICAL COSTING^ ROUTINE 

{SuttvUjle Jar an Engineering Wtarks) 

Costs art obtamtd of cver> Part and Summtnes of Costs for t\ery Machine Works orders are issued for batches of parts for complete machines builf^ up fr<?ai 
stock parts and sjKCial nthnc^s and lor repair work Expenses arc recorded under Factory Expense Standing Order Numbers against the shop responsible 

materials wacA other works expenses administration 
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EXTRACT FROM MATERIAL SPECIFICATION (QOANTITY SHEET) 
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MATERIAI. (special) RECEIVED IN SHOP 

(Similar advice ^(differently tinted paper) used 
for matenal received in Stores ) 



Returned on 20M July, 19 — ^ No 184 

Messrs Denotes (S' Co ^ Per L M S Goods 
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PURCHASE REQUISITION 
(Stock Material ) 
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MATERIAL ^RETURNED TO STORES 



^ Day Work Job Card/ 
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Don’t Use Force. 
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PIECE-WORK TIME CARD — ^TIME CLOCK RECORD ON BACK 



WAITING CARD 



This Side Towards You. 

\ . • 

DON’T* USE FORCE. 
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WEEKLY TIME CARD 




WAGES SHEET 
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WORKS EXPENSE AUTHORIZATION — DETOLOPMENT 
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NO WORK MUST BE DONE UNTIL SIGNED FORMS ARE DELIVERED 
WORKS EXPENSE AUTHORIZATION — ^TOOLS 
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STORES 


Survey Dates 





Order Po (P 

30 

Sitpieu 





Order 0t> 

too 


Description Phosphor 


Appropriations 


OrdtK \ 


Receipts 


Pro 


QS 


Qty 


Dite 


From 0 No 


Ot) 


Date 


1 rom O N' 


Cty 


PA lA 


60' 0 


7/5/2- 


Dunn&Co 


PL 

1287 


100 0 


17/5/^- 

is;?/- 


Dunn & Cr 
Or Pi 7A 


PF 

1287 


lb, 

lOj 12+ 


(bhowing Pui chases and Allocations, 
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Receipts, Issues and Stock ) 





COST ANALYSIS 


Order No PA 15 

Cu‘^niiier Biomn 6- Co 

T3.pe D C 9^, P T Motor Output 12 h p 

Voltb 440 R P j\I 500 

Extras Baseplate and Bolts 


Part 

No 

Matt rial 

la 

hour 

Works 

Ex 

pensc 

W orUs 
tost 

Cost 

each 

l,ht j 

(a^ 

f 

s 

d 

CARCASr 

1 


I 

1 


b 

T 

i 







b 

a 





Bore nnd Turn 










IS 

b 

1 

3 

3 

1 

18 

9 




Plane 










3 

z 


1 

9 


7 

11 



1 

Drill and lap 










1 

b 


2 

3 


3 

9 



r 







b 

a 

„ 

1 


2 

1 

in 

1 

h 

la 

a 




Poles — 





















(Stdmpin{,s) 

4 


1 


bd 

1 

- 

- 







1 

- 

- 




Stamp nut 










1 

i 


z 

b 


1 

9 




Build 










1 

b 



4 


s 

10 




Fettle &. Trim 










z 

_ 


2 

8 


4 

S 




Drill and 1 ip 










1 

6 


2 

3 


3 

9 










1 

_ 

_ 


1 

3 


10 

9 


18 





Anx Poles 





















(Bar) 

4 



12 




fo 









6 




Saw 











3 



5 



8 




Turn 











6 



9 


1 

3 




Drill and T p 











3 



S 



8 




Mill 











4 



6 



10 












6 


1 

4 


2 

1 


3 

41 




Evebolts, 





















Screw etc 







3 

6 








3 

6 




Painting 










6 

“ 


7 

6 


13 

fa 











S 

b 


b 

_ 


7 

b 


17 





Total Cost 

i 




r 

7 

q 

- 

1 

14 

9 

2 

10 

7 

11 

14 

4 




BrAJiiNC End 


~ 

r 


















Shields 





















Pulley End 




2S 

24/- 


b 









6 

_ 




Bore and Turn 










2 

b 


3 

9i 


6 

3 




Drill and Tap 










1 



1 

6 


2 

6 











b 



3 

6 


S 

3 


14 

9 




Com End 




21 

24/- 


4 

-- 








4 





Borland Turn 










2 



3 
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Drill and Tap 
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COST DETAIL LEDGER no 

Job 1,250 KVA Alternato} 

Brown PA 12 


Date 

Fo 

Purchases 

Petty 

Cash, 

etc 

Stock 
Maten tl 

Wages 

On Cost 

Total 

General 

Inter 
Work <5 

19— A 


/ 

s 

d 







/ 

■> 

d 

£ 

s 

r/ 

f 

s 

d 


s 

d 

July 14 


41'> 

- 

5 , 







8 


3 

5 

19 

9 

4 

IS 

o 

64 

15 

7 



hi 

11 

3 







29 

13 

7 

4 

12 

6 

4 

19 

9 

101 

17 

1 

S-pt 


s 

U 

5 







30 

9 

10 

a 

IS 

11 

8 

12 

6 

53 

13 

8 

Oct 











174 

2 

7 

51 

6 

9 

64 

7 

6 

289 

16 

10 

Not- 

# # 



7 

o 







5 

15 

^ 4 

65 

15 

7 

96 

19 

6 

1C8 

17 

7 

Dec 

1 











la 

2 

13 

19 

- 

13 

7 

4 

33 

4 

6 





















P12 

5 

3 

19— B 























Aug 


13 

112 

11 







1 

J9 

4 


13 

4 


16 

4 

17 

4 

11 

Sept 


• 3 

9 

5 





i 


2 

12 

9 

1 

19 

7 

2 

19 

4 

11 

1 

1 

Oct 



5 

- 







7 

10 

3 

3 

7 

7 

3 

19 

4 

15 

2 

2 

Nov 



3 

8 






1 

3 

14 

- 

13 

9 

7 

16 

12 


33 

19 

3 

Dec 


1 


2 







2 

7 

4 

• 1 

14 

8 

2 

3 

8 

6 

7 

10 




















iV 

£83 

15 

3 













4 


























1 








19— C 








<« 






♦ 









%ug 



13 

10 







2 

3 

10 


5 

4 


6 

8 

3 

9 

8 

Sept 











9 

10 

7 

2 

1 

8 

2 

15 

11 

14 

8 

2 

Oct 












5 

5 

b 

"s 


9 

1 


15 

15 

- 

Nov 



18 

2 







13 

11 



16 

8 

1 

2 

1" 

^Ib 

8 

1 

Dec 

1 


19 

b 








7 

5 

3 

6 

II 

5 


1 

9 

13 

II 






















14 

: 10 
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GOST CONTROL 

H O Order S C x 5653S/7168 EPS Pro No P ^ 12 

Date 12ih June, 19 — Date XSth June, 19 — 

^Customer Brown & Co 

Description of Order and Quantities 1-250 KVA Alternator 


4 3 
40 17 2 
193 12 1 


Stock 
( Ml 

1 tenals 

Wages 

o O 

De\ elop 
meat 




6 2 

4 

5 




8 

- 3 

20 

19 7 

17 7 

- 




34 

16 10 

9 

13 n 

9 11 

6 




43 

11 11 

10 

- 2 

14 7 

9 

n 



189 

9 6 

65 

14 8 

8J 7 

10 




29 

Ib 2 

97 

I 5 

13S lb 

n 




6 

10 2 

35 

5 9 

39 ~ 

3 




312 

4 10 

239 

1 8 

302 15 

I'l 
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LEDG^IR 



Cost Detail Tianstci 

s 


CREDITS 

Totil 

Sub 

Heading 

Amount 

Date 

Description 

Fol 

WCP 

Sile 





Mternator 

712 

5 

3 












10 

7 

B 

Exciter 

83 

Is 

3 











9- 

7 

1 

t 

Rc giilrs 

S9 

14 

10 











136 

5 

8 

D 

Spire A.rm 

31 

s 

11 











t 

,8U 

1 

b 

r 

Dr usings 

21 

9 

7 











33b 

*7 

0 

r 

Patterns 

14 

1 

h 











27/ 

18 


G 

iools 

14 

19 

4 











122 

7 

il 


Icsting 

19 

19 

7 











1 048 

b 

10 

\ 

P leking 

8U 

17 

2 














z 

Fn leht 

4 

IS 

3 
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Dor 

i/ 


121/ 












1 04S 
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10 


19 


533 

1 048 

8 

10 

1 017 
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INDEX 


ADfiftNiSTRATioN expenses, 9, 
27, 80, ill 
\dvancet>, b3 

Allocation of works expenses, 
22, 24 78. 86. 92, 104 
Averages, 175 

Bad debts, 80 
Bakery, 109 
Bin cards, 68, 69 
BleaUnng and finishing woiks, 
28 

Bonus schemes, 7, 55 
Boots and shoes, 132 
Builder, 5, 43 
Buildings record, 166 
]^-products, 28, 123 
, valuation oi, 28, 32, 124 

Capital outlay, 200, 120 

turn over, 173 

Carnage, 80 
Garners, 5, 161 
Chemical works, 5, 28 
Clothing factories, 132 
Coal, 24 
Collienes, 5, 17 

Component stores, 75 • 

Confectionery, 109 
Consumable stores, 70 
Contact leSger, 46, 51 
Contractors* accounts, 5, 43 
Cost ledgers and cost sheets, 13, 
113 

Cost pnces, 71 

Costs, uses of, 4, 6, 137 • 

Decimal time recording, 63 
Defective work, 108 
Definitions, 8 

Departmental expense analysis, 
83-88. 170 

™ costs, 5, 8, 19, 158, 170 

rates, 97 

Depreciation, 10, 24, 167 
Development, 123 
Diagrams, 180 
Differential rates „i%7 
Direct expense, 9, 49 
Discarded plant, 169 
Discounts, 80 


Distnbution expense, 80, ifl 
Double entry, 52, 128 
Drawings, 122 
Dyeworks, 41 

Efficiency systems, 5b 
Electncity, 24, 86 
— — generating station, 163 
Establishment charges, 9, 27, 79 
Estimates, 4, 146 
Expense apportionment, 24, 49, 
77, 91, 105 

control, 164 

summaries, 82-89 

Expense incidental, 10 
Experimental work, 123 
Extensions, 120 

Factory cost, 9 

expense, 22, 76, 84, 91, 105 

Financial accounts, 3, 12, 124 
Fimshed goods accounts, 26, 
124, 127 
Flat cost, 8 
Flour mill, 5, 13, 14 
Food-producing factories, 28 
Foundry accounts, 140 
Furnaces, 109 
Furniture trades, 132 
• 

Gantt bonus, 58 • 

Gas works account, 32 
, 24, 86 

Gen<liral expenses, 9, 80, 110 

man^^raent expense, 27 

services, 87 

works rate, 92, 99, 170 

Glove factories, 132 
Gross cost, 9 

Guarantee and maintenance, 109 

Halsey bonus 5b 
Heating, 24, 109 
High wage plan, 55, 58 
Hosiery, 3b 

• 

Idle plant, 106, 169 

time, 106 

Indirect expense, 9 
labour, 9 
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INDEX 


Indirect material, t) 

stocks, 65 

" , working progress, 149 

Inspection, 79 
Insurance 86 
Inte^st, 102 

Job costs, 8, 43, 155 
Joiners, 54 

Journal, uses of, 52, 125, 129 


Labour, 55 

hours, 10, 95 

Leaseholds, 168 

Machine rates, 50, 98, 100, 107 
Maclunery and plant, 49. 54, 
163-^165 

Maintenance and guarantee, 109 
Manufacturing account, 14, 126 

cost, 9 

Market prices, 73 
Mass production, 150 
Master card, 147 
Material, 12, 46, 64 

account, 14 

• reconciliations, 73 138 

specification, 147 

used return, 73 

Maximum and minimum stock 
control, 65 

Monthly balance sheet, 130 

expense summary, 15, 130 

Motor haulage, 161 

production, 154 r 

Multiple costs, 6, 8, 55, 130 155 


Objects, 6, U, 137 ^ 

Office oncost, 9, 80, 110 
Oil mill, 5, 29 ^ G 

Oncost adjustment account, 126 

methods, 9, 92 

__ on capital outlay, 121 

■ on repairs, 121 

on work m progress, 53, 


^ 116 

suspense account, 117 

Operating (^^vorking) costs, 5, 8, 
1/2 1 


-- — shops, 89 
Operation cost cards, 151^ 
Ordenng quantity, 65 
Output cost, 8, 11 
Oven hours, 109 
Overtime, 79 


Part and drawing Nos ,*llb 
Patterns, 122 
Pay roll, 62 
Petrol record, 162 
Piece rates, 55, 61, 148 

work note, 62 ^ 

Planning department, 70, i47 
Plant (contractors'), 49 

records, 167 

• maintenance, 70 

Pottery, 34 
Power, 85, 100 
Premium bonus, 56, 57 
Prices, 71 
Pnestman plan, 59 
Pnme cost, 8 
Pnnt works, 5 
Pnnting trade, 132 
Process cost card, 152 

costs, 8, 28 

expenses, 28 

Production, cost of, 9, 27 

hours, 10 

record, 165 

units, 10 

Productive hour method, 10, 95 

services, 121 

Profit on work in progress 53 
Profit-sharing schemes, 58 
Progress office, 75, 149 
Purchase routine, 64 

^lAlLWAYS, 5, 161 
Rate fixing, 150 
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ADVERTISEMENT LAY-OUT AND COPl -WRITING. Bv A J ;;Vatkins^ 
In crown 4to, cloth 15s. net ^ 

THE PRINCIPLES OF PRACTICAL PUBLICITY. By Truman A. de Weesb 
In large crown Svo cloth, 266 pp , with 43 illustrations 10s. Od net 

BUSINESS LETTER PRACTiCE. By J B Opdycke In deyiy Svo, cloth 
gilt, 602 pp 7s, 6d. net 

EFFECTIVE POSTAL PUBLICITY By Max Rittenberg Size 61 m by 
9|in, cloth, 167 pp 7s 3d ?et 

PRACTICAL POINTS ir POSTAL PUBLICITY. By Max Ruienberg, 
Size, 6i in by OJ m , cloth, 7a 3d net ‘ < 

MAIL ORDER AND INSTALMENT TRADING. By A E Bull In demy 
Svo, cloth gilt, 356 pp 7s. 6d net 

MAIL ORDER ORGANIZATION. By P E Wilson In crown Svo cloth 
gilt, 127 pp 3s. 3d. net 

THE OUTjfoOB SALES FORCE. By P E Wilson In crown Svo. olotli. 

& 146 pp 3s. 3d. net 

SUCCESSFUL BUYING. By E N Simons In demy Svo, cloth gilt, 
291 pp* lOs 3d. net * 

mODEEN PUBLICITY. By A W Dean In tcrowJ* Svo, cloth, 70 pp. 

28. Sd^ net * 

advertising and selling. By 150 Advertising and Sales Executives. 
Edited by Noble T Praigg In demy Svo, cloth. 495 pp 10s. 3d. net. 
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PR.4CTICAL AIDS TO RETAIL SELLING. By A Edward Hammond* 
In demy«Svo, cloth gilt, 180 pp 7s 6d net 

SELLING POLICIES. By Paul D Converse In demy Svo, clotli gilt, 
714 pp 21s net 

MODERN METHODS IN SELLING. By L J Hoenig In largi^ crown Svo, 

cloth gilt, 310 pp 10s. 6d. net 

EXPORT ADVERTISING PRACTICE. By C F Propson Size 6 in byOiif^ 
cloth gilt, 284 pp 10s. net 

ADVERTISING THROUGH THE PRESS. By N Hunter In demy Svo, 
cloth, 146 pp 6s. net 

PRACTICAL PRESS PUBLICITY. By A L Culver In demy Svo, cloth, 
95 pp 3s. Od. net 

SHOP FITTINGS AND DISPLAY. By A E Hammond In demy Svo, 
cloth, 142 pp 5s. net 

WINDOW DRESSING. By G L Timmins In ciown Svo, cloth, 85 pp 
2s net 

COMMERCIAL PHOTOGRAPHY. By D Charles In demy Svo, cloth 
gilt, 156 pp 6s net 

HINTS AND TIPS FOR COMMERCIAL ARTISTS. By Bernard J Palmer 
In crown Svo, 1 12 pp 6s. net 

TRAINING IN COMMERCIAL ART By V L Danvers In crown 4to. 
21s. net 

TICKET AND SHOW CARD DESIGNING. By F A Pearson In foolscap 
4to, cloth 3s. Od. net 

PLAIN AND ORNAMENTAL LETTERING. By E G Fooks Size, 9im 
by 6} in , 94 pp 3s, 6d net 

DECORATIVE WRITING AND ARRANGEMENT OF LETTERING. Bv 
Prof A Erd'^ann and A A Braun Size 9^ in by 6^ in , 134 pp 
lOs. 6d. net Second Edition 

TYPES AND TYPE FYCES. (From “Modem Advertismg”) By C M, 
Tregurtha In crown 4to, qisarter cloth, 48 pp 2s. 6d. net 

PRINTING. By H A Maddox In demy Svft, cloth, 159 pp 5s net 


LAW 

MERCANTILE LAW. By J A Slater, § A , LL B Sixth Edition ^ 
Revised by R W Holland, O B E , M A , M Sc , LL D , q / the Middle 
• TempL, Barnster-aU Law In demy Svo, cloth gilt, 474 pp 7s. (>d net 
INTRODUCTION TO COMMERCIAL LAW. By Norman A Webb, B Sc. 
In demy Svo, cloth, 175 pp 5s. 

COMPANIES AND COMPANY LAW Together with the Companies Act, 
1929 By A C Connell, LL B of the Middle Temp^, Bavnster- 

at- Law Fourth Edition, Revised by W E Wilkinson, LLB In demy 
Svo, cloth gilt, 348 pp 6s. net ^ 

COMPANY CASE LAW. By F D Head, BA (Oxon), Barr%sier-ai-Law. 

In demy Svo, cloth gilt, 314 pp Off. net 
QUESTIONS AN V ANSWERS ON COMPANY LAW. B^l G William 
* Fortune, FSAA,FCIS (Hons ) , and D R MATHESON.m A (Ho ne ), 
A S A A (Hons ) In ^rown Svo, cloth gilt, 184 pp 5s. net 
COMPANY LAW. By D F de L'Hoste Ranking, M A , I L D , and 
E E Spicer, F C A Fourth Edition In demy Svo, cloth gilt lOs. net- 



20 


PITMAN’S BUSINESS HANDBO(^S 


THE LAW OF JOINT STOCK COMPANIES. By W J Weston, M ^ , B Sc , 
of Gray's Inn, Barrister -at- Law In demy 8^o, 308 pp 7s. 6d, net 

LAW OF CARRIAGE BY RAILWAY. By L R Lipsett, M A . LL D , and 
T J D Atkinson, M A Size 6 in by 9 in , cloth gilt, 966 pp 50s. net 

THE LAW RELATING TO SECRET COMMISSIONS AND BRIBES, By 
Aebert Crew, Barnster-ai- Law, of Gray's Inn Second Edition, Revised 
and Enlarged In demy 8vo, cloth gilt, 252 pp lOs Od. net 

EIGHTS AND DUTIES OF LIQUIDATORS, TRUSTEES, AND RECEIVERS. 
By D F BE L'Hoste Ranking, M A LL D , E E Spicer, F C A , and 
E C Pegler, F C A Size 9| in by 7 in , cloth gilt, 398 pp 15s. net 
Sixteenth Edition 

BANKRUPTCY, DEEDS OF ARRANGEMENT, AND BILLS OF SALE. 
By W Valentine Ball, M. K , BarrisUr-at-Law Fourth Edition 
Revised in accordance with the Bankruptcy and the Deeds of 
Arrangement Acts, 1914 In demy 8vo, 394 pp 12s. 6d. net 

NOTES ON BANKRUPTCY LAW. By V R Anberson, a C A In crown 
8vo, cloth, 86 pp 2s. Od. net 

PRINCIPLES OF MARINE LAW. By Lawrence Duckworth, Barnsier 
at- Law Third Edition, Revised In demy 8vo, 400 pp 78. 6d. net 

LAW FOR JOURNALISTS. By Charles Pilley, Bainster-ai-Law of 
Gray's Inn and the Western Ctrcutt In demy 8vo, cloth, 170 pp 5i> net 

RAILWAY ACT, 1921. By R P Griffiths, F C I . F B E A , Grad Inst T 
In crown 8vo, 80 pp 2s. 6d. net 

PARTNERSHIP LAW. By D F de L^Hoste Ranking, M A , LL D , 
E E Spicer, F C A , and E C Pegler, F C A Fourth Edition In 
medium 8vo, cloth, 152 pp 7s. 6d. net 

PARTNERSHIP LAW AND ACCOUNTS. By R W ^olland, O B 
M A , M Sc , LLD , Baynster-at-Law In demy 8vo, 174 pp 6s. net 

THE LAW OF CONTRACT. By the san?e Author Revised and Enlarged 
Edition In demy Svo, cloth, 123 pp 5s. net 

TRUSTS. By C Kelly <Aid J Cole-Hamilton, Charier elf Accountants 
In demy 8vo, cloth gilt, 418 pp 15s. net 

EXECUTORSHIP LAW AND ACCOUNTS. By D F de DHoste Ranking, 
M A , LL D , E E Spicer, F C A , and E C Pegler, F C A Size 10 in 
by 7 J in , cloth gilt, 370 ^pp 15s. net Ninth Edition 

WILLS. A Complete Guide for Testators, Executors, and Trustees. With a < 
Chapter on Intestacy By R W Holland, O B E , M A , M Sc , LL D^, 
of the Middle Temple, Barrister-at-Law In foolscap Svo, cloth, 122 pp 
2s. 6d, net Third Edition 

MUNICIPAL AND LOCAL GOVERNMENT LAW. By H i:mlr$on Smith, 
LL B ^^ond ) Second Edition In demy Svo, cloth gilt, 272 pp lOs. 6d* 
net ^ 

L£W FOR THE HOUSE OWNER. By A H Cosv?ay Second Edition 128 pp 
In crown 8vo, cloth, 2s. 8^ net 

THE BUSIIffiSS TENANT. By'^E S Cox-SiNCLAp?, Barnster^ai-Laxv, 
and T Hynes, Barnstar-aULaw, LLB In croevn 8vo, cloth 78. Od, net ^ 

LAW RELATING TO BUILDING AND BUJLDING CONTRACTS. By 

W T Creswell Hon A R I B A , F R San Inst , of Gray' ^ Inn, Barrist^ 
at- Law Second Edition In demy Svo, cloth, 280 pp 12s. “Bd. net 
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iHE LAW OF REPAIRS AND DILAPIDATIONS. By T Cato Worsfold, 
M A , D In crown 8vo, cloth gilt, 104 pp 3s. Od. net 
THE LAW OF EVIDENCE. By W Nembhard Hxbbert, LL D , Barrister- 
at- Law Fifth Edition, Revised In crown 8vo, 132 pp 7s. 6d. ndt 

THE LAW OF PROCEDURE. By the same Author Third Edition In 
dejji> 8vo, cloth gilt 133 pp 7s 6d. net ^ 

THE LAW OF MASTER AND SERVANT. By Francis Raleigh Batt, LL M , 
of Gray’s Inn, Barnster-at-Law, Professor of Commercial Law in 
University of Liverpool In demy 8vo, cloth gilt, 410 pp lOs. 6d. net 
TRADE MARK LAW AND PRACTICE. By A W Griffiths B Sc (Eng ). 
Lond , Barnsier-at-Law In demy 8vo, cloth gilt, 268 pp 10s. Od. net 


BUSINESS REFERENCE BOOKS 

BUSINESS MAN’S ENCTCLOP-VEDIA AND DICTIONARY OF COMMERCE. 

A reliable and comprehensive work of reference on all commercial sub- 
jects Fourth Edition Edited by Frank Heywood, F C I S Assisted by 
upwards of 50 specialists as contributors In 2 vols , large crown 4to, 
cloth gilt, 1926 pp £2 7b 6d. net 

biTsiness building. A complete guide for the wholesaler, retailer, 
manufacturer, agent, etc Edited by F F Sharles F S A A (Gold 
Medallist), F C I S In 2 vols , crown 4to, cloth gilt, 1167 pp complete, 
428. net Second Edition 

BUSINESS MAN’S GUIDE, Edited by J A Slater, B A , LL B Eighth 
Revised Edition With French, German, Spanish, and Italian equivalents 
for the Commercial Words and Terms The work includes over 2,500 
articles In crown 8vo, cloth, 630 pp 6s. net 

J8USINE§^ FORECASTING AND ITS PRACTICAL APPLICATION. By W 
Wallace, M Com (Lond ) Second Edition In demy 8vo, cloth gilt, 
140 pp 7s. 6d. net 

BOOK-KEEPING AND OFFICE WORK. By R J Porters, F C R A In- 

two volumes Crown 4to, 728 'pp SOs net 

THE PEOBlIm of BUSINESS FORECASTINCT By Warren M Persons,. 
William Trufant Foster, and Albert J Hettinger, J^nr In demy 
8vo, cloth gilt, 330 pp 16s net 

PRACTICAL BUSINESS FORECASTING: By D F Jordan Size 6 in. 
by 9 m , cloth, 270 pp 16s. net 

THE ROMANCE OF WORLD TR4DE. By A P Dennis, Ph D , LL D la 

• demy 8vo, cloth, 493 pp 15s. net '' 

COMMERCIAL ARBITRATIONS By E J Parry, BSc, FIC, FCS 
In crown 8vo, cloth gilt, 105 pp 3s. 6d. net 

COMMERCIAL CONTRACTS. By the same Author A Guide for Busmens 
Men In crown 8vo, cloth, 200 pp 6s- net ^ 

FINANCIAL ORGANIZATION AND MANAGEMENT. ByC W Gerstenbe^g, 
Professor of Finance at New Yorh University Size 6 in by 9 in , cloth- 
gilt, 739 pp 25s net m 

MONEY MAKING ifl STOCKS AND SCARES By SyDNETiA Moseley 
In demy 8vo, cfeth gift, 252 pp 7s. 6d. net Third Edition 

HOW THE STOCK MAEKJET REALLY WORKS. By W Collin Broo«?^ 
In demy 8vo, cloth gilt, 160 pp 5s. net 
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THli! SHAUEHOLOlilU’S MANUAL. By H H Bassett ''In crown 8v<?f 
cloth gilt 140 pp 3s Gd. net ^ 

THEtSMAIL INVESTOR'S GUIDE. By Sydney A Moseley in demy 8vo,, 
cloth, 160 pp 5S. net 

TYPES OF BUSINESS ENTERPRISE. By M C Cross, LLB, PhD In 
medinDf' Svo, cloth gilt, 348 pp 21s. net ^ 

TO USE A BANKING ACCOUNT, By C Bidwell In crown Svo, 
cloth, 116 pp 3s. 6d. net 

DUPLICATING AND COPYING PROCESSES. By W Desboroxigh, PCI 
In demy Svo, cloth gilt, 110 pp Ss. net 

BUSINESS CYCLES. The Problem and Its Setting By W C Mitchell 
Size 6 in by 9 m , cloth gilt, 511 pp 308. net 

STATISTICAL METHODS. By F C Associate Professor of Business 

Statisitcs, Columbia University In demy Svo, cloth gilt, 620 pp 15s. net 

BUSINESS STATISTICS. THEIR PREPARATION, COMPILATION, AND 
PRESENTATION. By R W Holland, QBE, MA, MSc, LLD 
Second Edition In crown Svo, cloth, 108 pp 3s. Od net 

STATISTICS AND THEIR APPLICATION TO COMMERCE, By A L 

Boddington, Fellow of the Royal Statistical and Economic Societies 
Fourth Edition In medium Svo, cloth gilt, 340 pp 12s. 6d. net 

A MANUAL OF CH iRTING, Size 6 m by 9 m cloth gilt, 1 16 pv> Os, net 

PITMAN’S BOOK OF SYNONYMS AND ANTONYMS In crown Svo, cloth, 
140 pp 2s. Od. net 

PITMAN’S OFFICE DESK BOOK. In crown Svo, 320 pp cloth 2s 6d net 

THE ESSENTIALS OF PUBLIC SPEAKING. By W C Dubois, A M LL B 
In large crown Svo cloth, 276 pp 8s 6d net 

HOW TO SPEAK IN PUBLIC. By C F Carr and F E Stevens, Secon^ 
Edition In crown Svo, cloth, 128 pp 3s, Od net ^ 

OFFICE MACHINES, APPLIANCES, AND giETHODS By W Desborough 

In demy Svo, cloth gilt, 1 57 pp Os net 

RAW MATERIALS OF COMMERCE, Edited by J H Vansl^ne, F R G S 
In two volumes, demy 4to, cloth gilt, 793 pp Complete, 40s. net 

COMMERCIAL COMMODITIES By h W Matthews B Sc A X C , F C S 
In demv Svo, cloth gilt, 326 tjp 12s 6d, net 

THE COTTON WORLD. rCompiled and Edited by J A Iodd M A , B L 
In crown Svo, cloth, 24^^ pp 5s. net 

FRUI1*^AND THE FRUIT TRADE. By Ford pAiRroRo In demy Svo. 
cloth, 162 pp Os. net 

TEA 4ND TEA DE VLING. ByF W S Staveacrc In demy Svo, cloth gilt> 
150 pp 7s Od net 

THE COCOA AND CHOCOLATE INDUSTRY. B> A W Knapp, AI Sc , F I C 
In dem5 Svo, cloth gilt, 200 pp 7s, Od. net Second Edition 

BtiViNG AND SELLING A BUSINESS. By A H Cosway In crown Svo, 
cloth, 110 pp 3s 0d.net ^ 

HOW TO COLLECT ACCOUNTS BY LETTER By C^Hanneford^Smith, 

^ F C W In crown Svo, cloth gilt, 94 pp Sfe 6d. xpet 

IttOW TO GRANT CREDIT. By Cuthbert Londbn Assocta- 

Hon for Protection of Trade, Ltd In crown Svo, cloth, 102 pp Bs. Od. 
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TO APpIaL against YOUR RATES. By A Stanley Eamer, 
FSI J^Hng Smviyor to the Metropolitan Borough of Lambeth In t\o 
\ volumes, in crown 8vo, cloth Vol I (without the Metropolis), 5s. net, 
Vol II (within the Metropolis), 8s. Bd net • 

A HANDBOOK ON WILLS. By A H Cosway In crown 8vo. cloth, 
123 pp 2s. 6(1. net 

TRADERS’ BAIL CH VRGES UP-TO-DATE By J W Parker AM Inst T 
In crown 8vo, cloth, 135 pp Bs. 6d. net ^ 

GUIDE TO COUNTY COURT PROCEDURE. Being the Second Edition of 
The Traders' Guide to County Court Procedure By F H B Chapman 
Revised by B S Hills In crown 8vo, cloth 2s. 6(1. net 
COMMERCl 4L ATLAS OP THE WORLD in crown 4to, cloth 140 pp 5s net 
STATISTICAL ATLAS OP THE WORLD. By J Stephenson, M A , M Com . 

D Sc In foolscap folio, cloth, 146 pp 7s. Bd. net 
THE CABLE AND WIRELESS COMMUNICATIONS OF THE WORLD By 
F J Brown CB, CBE, MA,BSc (Lond ) In demy 8vo, cloth gilt, 
150 pp 7s. 6d. net 


FOREIGN LANGUAGE DICTIONARIES 

DICTIONARY OF COMMERCIAL CORRESPONDENCE IN SEVEN LAN- 
GUAGES • ENGLISH, FRENCH, GERMAN, SPANISH, ITALIAN, 
PORTUGUESE, AND RUSSIAN. In demy 8vo, cloth, 718 pp 12s. 6d. 
net Third Edition 

FBENCH-ENGLISH AND ENGLISH-FRENCH COMMERCIAL DICTIONARY 
of the Words and Terms used m Commercial Correspondence By F W 
Smith Second Edition In crown 8vo, cloth, 576 pp 7s. 6d. net 
GERMAN-ENGLISH AND ENGLISH-GERMAN COMMERCIAL DICTIONARY, 
By J j|3iTHELL, M A In crown 8vo, cloth gilt Second Edition, 992 pp 
16s net W 

A NEW GERMAN-ENGLISH DICTIONARY FOR GENERAL USE. By 
F C Hebert and L Hirsch la crown 8vo, cloth gilt, 1769 pp 15s. net 
SPANISH-ENGLISH AND ENGLISH- SPANISH COMMERCIAL DICTIONARY 
of the Words and Terms used in Commercial Correspondence By G R 
Macdonald In crown 8vo, cloth gilt Third Edition 833 pp 12s. 6d. net 
ITALIAN-ENGLISH AND ENGLISH-ITALIAN COMMERCIAL DICTIONARY. 

By G R Macdonald In crown 8vc^ cloth gilt, 1,166 pp 30s net 
T^ARETTI’S ITALIAN AND ENGLISH DICTIONARY. Compiled by Gug- 
lielmo Comelati and J Davenport In two volumes, cloth gilt, Vol I, 
796 pp , Vol II, 752 pp 26s. net (Reprinted) ^ 

PORTUGUESE-ENGLISH AND ENGLISH-PORTUGUESE COMM&CIAL 
DICTIONARY. By F W Smith In crown 8vo, cloth gilt 486 pp 
IBs. net 

A NEW DICTIONARY OP THE PORTUGUESE AND ENGLISH LANGUAGES. 
Based on a manusenpt of Julius Comet By H MichaelN| In two 
volumes, demy 8vo, cloth gilt Vol I, Portuguese- Enghshv 736 ^ , 
Vol II, Enghsh-Portuguese, 742 pp Each 21s. net Abridged Ediuon, 
783 pp 25s net ^ 

’TECHNICAL DICTIONARY OF ENGINEERING AND INDUSTRIAL SCIENCE 
IN SEVEN L4l#SUA^ES— ENGLISH, FRENCH. SPANI#i. ITALIAN, 
PORTUGUESE, RUSSIAN, AND GERMAN Compiled by Er nbbt 
Slater, M I E E , M T Mech E , in collaboration with leading Authori^es^ 
^ In four volumes Each in crown 4to, buckram gilt, £8 8s. net complete 
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COMMON COMMODITIES 
AND INDUSTRIES SERIES 

In each of the handbooks m this series a particular product or industry is 
•treated b^an expert writer and practical man of business Begin iiii*g with 
the l*fe history of the plant or other natural product, he follows its dtvelop- 
^jqj^ent until it becomes a commeraal commodity, and so on through the 
various phases of its sale in the market and its purchase by the consumer 
Industnes are treated m a similar manner 


Each book m crown 8vo, illustrated 

3s net 

Acids and Alkalis 

Dyes 

Perfumery 

Alcohol in Commerce 

Electric Lamp Industry 

Photography 

Aluminium 

Electricity 

Platinum Metals 

Anthracite 

Engraving 

Player Piauo, The 

Asbestos 

Explosives, Blodern 

Pottery 

Bookbinding Craft and 

Fertilizers 
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Film Industry, The 

Rubber 
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Fishing Industry, The 

Salt 

the Bookseller 

Furniture 
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Boot and Shoe Industry 

Furs 

Silk 

Broad Making 

Oas and Gas Making 

Silver 

Brush Making 

Glass 

Soap 

Butter and Cheese 

Gloves and the Glove 

Sponges 

Button Industry, The 

Trade 

Starch 

Carpets 

Gold 

Stones and Quarries 

Clays 

Gums and Resins 

Straw Hats 

Clocks and Watches 

Incandescent Lighting 

Sugar 
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Ink 

Sulphur 

Trade 

Iron and Steel 

Talking Machines 

Clothing Trades Industry 

Ironfoundmg 

Tea n • 

Coal 

Jute 

TelegRiphy, Telephony, 

Coal Tar 

Knitted Fabrics 
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Lead 

Textile Bleaching 
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Leather 

Timber 
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Linen 

Tin and th^in Industry 

Concrete and Reinforced 

Locks and Lockmakmg 

Tobacco 

Concrete 

Match Industry 

Velvet and Corduroy 

Copper 

Cordage and Cordage 

Meat 

Motor InHustry, The 

Wallpaper 

Weaving 

Hemp and Fibres 

ISiickel 

Wheat 

MJorn Trade, The British 

Oil^Power 

Wine and the Wine 

Cotton^ 

Oils 

Trade 

Cotton Spinning 

Paints and Varnishes 

Wool 

Cycle Industry, The 

Paper 

>V ousted 

Drugs in Commerce 

Patent Fuels 
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